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British exports of toys during the last 
year have exceeded all expectations. Toy 
manufacturers in Britain are making ship- 
ments abroad at the rate of more than 
$1,000,000 a month. The largest orders 
are coming from the Dominions, South 
America and the Middle East. 
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The Russian Government has granted 
a long-term credit of $509,490,000 to 
the producer co-operatives throughout 
the Soviet Union. The loan is being ad- 
vanced as part of the program to speed 
up the movement of consumer goods to 
the Russian people. The entire system of 
co-operatives in Russia is being reorgan- 
ized for this purpose. 
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British investments outside the sterling 
area will be controlled by the Govern- 
ment in the future if legislation now be- 
fore Parliament becomes law. The bill 
would limit investments to transactions 
that clearly serve the national interest. 
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Switzerland expects a banner tourist 
year in 1947. During the 1946 season, 
most of the tourists were from Britain, 
Holland, Belgium and the Scandinavian 
countries, but the Swiss expect a large 
number of Americans next year. Ameri- 
can visitors are allowed to change up to 
$1,000 monthly into Swiss francs at the 
current rate of exchange. During the 
1946 season, the monthly average was 
100,000 tourists. 
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A search by Allied headquarters in 
Tokyo for hoarded goods has recovered 
17,969,354 yards of silk fabrics and 
1,024,438 pounds of raw silk that had 
been hidden by the Japanese. The Jap- 
anese Government has been told to add 
this stock to the amount that is being set 
aside for exports to pay for essential food 
imports. 
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The French merchant marine is well 
on the road to recovery. A total of 319 
commercial ships are in service, and 284 
additional vessels are under construction 
or on order. Ships now in use include 50 
colliers, 33 tankers and 236 freighters. 
In addition, 62 Liberty ships have been 
purchased from the United States, 54 
ships are under construction in France, 
and 83 are being built in other countries. 
Eighty-three more vessels are in blue- 
print stage, and 3 ships are coming from 
Germany as reparations. 
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The United States will train 850 citi- 
zens of the Philippine Republic in gov- 
ernment administration. The principal 
agencies of the U.S. participating in the 
program are the Public Roads Administra- 
tion, Army Corps of Engineers, Public 
Health Service, Maritime Commission, 
Civil Aeronautics Authority, Weather Bu- 
reau, Coast and Geodetic Survey and 
Fish and Wildlife Service. 
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Germany is to be allowed to rebuild 
its fishing fleet, but all vessels in it must 
conform to specifications laid down by 
the Allied Control Council in Berlin. The 
ships must be of 400 gross tons or less, 
not longer than 140 feet and have a 
speed not exceeding 12 knots. These 
specifications will permit an efficient fish- 
ing fleet, but prevent Germany from 
building craft that can be adapted to 
war use. 
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Norway is to negotiate a trade agree- 
ment with the Soviet Union to expand 
the current exchange of goods between 
the two countries. During the last year, 
Norway has shipped about 140,000 bar- 
rels of herring and 1,500 tons of whale fat 
to Russia. In exchange, Russia is export- 
ing fodder, timber and dried fruits to 
Norway. 
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The critical power shortage in Austria 
is to be relieved to some degree by an 
exchange of electricity with Bavaria, in 
the U.S. zone of Germany. Austria will 
receive a regular allotment of power each 
day, but will reciprocate by assisting the 
Bavarian power system during peak 
hours. 
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With the opening of a route by the 
Scandinavian Airlines to South America, 
service is available to nearly every major 
city on the four continents bordering the 
Atlantic Ocean. The new route will pro- 
vide service from Oslo, Copenhagen and 
Stockholm to Montevideo, with a flight to 
Buenos Aires soon to be added. 
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Italy is striving hard to provide a 
broader basis for raw materials and fuel 
for her industries. Production of methane 
gas amounting to little more than 10,- 
000,000 cubic meters in 1939 has been 
increased to 70,000,000 cubic meters. 
The present production is the equivalent 
of 100,000 tons of coal and 70,000 tons 
of benzine. 
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IS INDUSTRY'S FIRST LINE OF DEFENSE 


Mercoid Automatic Controls offer unfailing protection 
wherever their services are required. They are stand- 
ard for all types of industrial applications. @ Pressure, 
vacuum, temperature, liquid level, mechanical opera- 
tions,. electrically operated under Mercoid Controls 
represent the ultimate in safety. @ There are many 
industrial conditions where explosion-proof control oper- 
ation precautions are essential. Wherever such condi- 
tions prevail, Mercoid Controls in explosion-proof 
housings are recommended. These controls are one 
of Mercoid’s many outstanding contributions to the 
field of industrial control. @ All Mercoid Controls are 
equipped exclusively with corrosion-proof sealed mer- 
cury contact switches, assuring uninterrupted perform- 
ance and long life. Manufacturers requiring high grade 
mercury switches will find the Mercoid line measuring 
up to every exacting requirement. @ Consider Mercoid 
a consultant on any of your control or switch problems. 
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The troubles of British businessmen are just about the same as those 
of their counterparts in the U. S. On page 12 we present this week a 
“World Dispatch” analyzing the business statements of English com- 
panies. American businessmen will be impressed with the similarity of 
circumstances confronting their counterparts across the Atlantic. Coal, 
or the lack of it, is the chief concern of the industrialist in Great 
Britain, for example. Our survey shows that the businessmen of Lon- 
don, harassed by difficulties, nevertheless look forward to years of 
prosperity if the markets of the world will wait for them to catch up. 

* * * 

Poland, battleground of Europe for many centuries, once again is 
engaged in the long and difficult task of rebuilding after the ravages of 
war. Intertwined ideological and economic problems springing from 
World War II have made the job this time a much more complicated 
and more difficult task. How Poland is meeting the vital issues in- 
volved and the attitude of the people toward the Soviet influence in 
their Government are presented on page 10 in an uncensored dispatch 
from a representative of World Report who has just spent more than a 
month surveying the situation “inside Poland.” 

* * ~*~ 

What happens in the Pacific will provide subjects for prolonged dis- 
cussion and debate in the years ahead. On the shores of that ocean 
are a multitude of peoples of various races and outlooks, holding 
lands of tremendous political, strategic and economic possibilities. 
Since it is in the news today and will be in the news tomorrow, World 
Report gives you on page 26 a survey of the general question of the 
future military strategy in the Pacific. 

7” oa * ° 

“Powder keg of Europe” is a description often given to the Balkans 
from whose soil several wars have sprung. On our cover this week we 
have a photograph of Marshal Tito, kingpin of Yugoslavia, who often 
plays with matches in that danger area. Any picture of the Danube, the 
Balkans, Trieste or of the Eastern Mediterranean generally, has Tito in 
the background or on the close sidelines. In “World Personalities” we 
give you a sketch that provides an insight into Tito and the things he 
wants in Southern Europe. 

+ * » 

The first step toward Government ownership of Britain’s transporta- 
tion has been taken, with introduction in the House of Commons of 
a bill to nationalize the railways and long-distance trucking lines. The 
proposal, one of the major items in the Labor Government’s socializa- 
tion program, would establish a central commission to handle Britain’s 
transportation. You might be interested in looking into the background 
of the problem, analyzed in our issue of November 26. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of December 10, 1946 
Volume 1, No. 30 


Inside the current maneuvering, the new grandstand plays..... 

Russia is talking loudly, trading sparingly and giving little ground. 

Russian oratory about arms cuts, about troops abroad is aimed at obtaining 
the widest effect at the least cost. It's a sure thing while the U. N. veto stays. 

Warfare in propaganda, in diplomacy, in ideas is part of the basic technique 
of the Russians. A shooting war certainly is not now in Russia's calculations. 

Many of the big things Russia wants, the things she feels she needs for her 
future security, are pretty much hers, without too much question. But, at home, 
the job of reconstruction is taking more time, more attention than she expected. 
Russia is adjusting her strategy without yielding her objectives. 











As the first peace treaties are shaping ~ 

Struggle over Trieste is transferred, not settled. The tug of war will go 
forward over the selection of a governor for the international zone. Compromises 
in the control rules are still to be tested by Yugoslavia and Italian pressure. 

Terms for Italy are likely to tie Italy's economy closer to Russia than 
generally realized; reparations payments in goods may lead to barter trade. 

In Eastern Europe, Russia gets much she wants and nobody is pushing her. 

In Northern Europe, in Finland, the Baltic states, Russia is sitting pretty. 

Even in Germany, the Russian position in the East is all fixed, with big 
boundary questions settled in fact and with Poland depending on Russia. 

Now, Russia is in a position to trade over Western Germany, to get a slice 
in the output of the Ruhr, if she can, in exchange for available foodstuffs from 
the Eastern zone of Germany. 

















At bottom, two points strongly influence Russia's course. 

1. Desire to recover at home so internal discontent can be avoided. Russia 
is faced with a greater problem of reconstruction than any other nation. 

2. Inferiority in modern weapons. The real indications are that Russia now 
lacks the atomic bomb, iS more eager for atomic secrets than she is anything else. 

The Russian method is that of peaceful penetration, if feasible, that of 
penetration and eventual control of Communist parties in all lands, utilizing all 
of the machinery of party organization, of directed agitation to gain her ends. 








The problem just now in India is complex and explosive..... 

Gandhi's Hindus, organized as the Congress Party, are in a warlike mood. 
Jinnah's Moslems, a one-to-three minority, are consistently belligerent. 
Britain, with all her leverage, cannot erase the bitterness all of a sud- 
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den, or obtain political co-operation by waving some sort of a magic wand. 
Instead, India is finding that no political formula for self-rule, no basis 
for Hindus and Moslems to co-operate is worth more than the spirit behind it. 


If civil war is to be avoided in India, then these things must happen: 
Hindus must couple their idea of majority rule with minority safeguards. 
Moslems must give up isolationism, modify their idea of a separate nation. 
Britain must use her power more actively to bring both sides together. 
Otherwise, Suspicions will grow and rivalries will build up. Hindus surely 
seek to extend the dominance of the Congress Party. Moslems increasingly 
become alarmed; will strive for ways to counter Hindu expansion. 

That is the road to civil war, already opening up. 














It's too early to say what may come from talks in London..... 

Britain doesn't want to have to choose between backing Moslems or Hindus. 

Moslems have a big voice in the Middle East, claim credit for war service. 

Hindu argument is that the Congress Party really is a national movement, 
that it is powerful enough to resist violent opposition from Jinnah's Moslems. 

Alternative course of supporting Moslem minority would embarrass Britain, 
would certainly cause chaos and force the use of British bayonets. 

In this dilemma, Britain's ideal solution would be to persuade both sides to 
uphold a cooling-off period, to keep both Hindus and Moslems in the Viceroy's 
Cabinet and hope to get started later ona constitution for India. Britain isn't 
in a position to offer Jinnah concessions, but his invitation to fly to London 
actually was related to an earlier complaint that Britain's Attlee hadn't taken 
a personal part in listening to Moslem grievances. 














The way things are going in the East Indies..... 

Dutch troops, now without British assistance, are finding their hands full. 

Police duty is to be a heavy strain until political changes take effect. 

Dutch idea is to permit full debate at The Hague. The official hope is that 
the Dutch Parliament will ratify an Indonesian settlement early in 1947. 

Native leaders, on their side, are hard put to keep extreme elements quiet. 

At the same time, Dutch businessmen are going ahead brickly with schemes 
for managing rubber production. Synthetic competition and heavy output coming 
from Malaya suggest that already quotas must be considered for the East Indies. 
One Dutch expert foresees a production of natural rubber twice as great as the 
present requirements of the manufacturing industry. 














Stocktaking related to South America suggests this: 

Uruguay gets a new Government favoring internation*l co-oreration, friendly 
to the U.S., but Nationalists have made sufficient gains in Parliament to heckle 
the majority. You get the perspective on Uruguay in a dispatch on page 16. 

Chile is having her finances shaken up, is getting a first taste of strong 
measures to smash speculation, choke off inflation and multiply production. 

Argentina is taking a stronger line in curbing strikes, is trying to regain 
time lost in a shutdown of her largest industry, meat packing. 

Brazil shows few signs of controlling her extreme price inflation. It is 
increasingly probable that Brazil will have to undergo a sharp readjustment be- 
fore wages and prices can be brought back into some kind of balance. 
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AMERICAN PRESTIGE ABROAD FALLS 
BECAUSE OF STRIKE IN COAL MINES 





European nations, hard hit by cutoff 
of supplies, fear that the U.S. will 


fail to carry out its commitments 


Reported from LONDON, 


PARIS 


The third strike within eight 
months to curtail U. S. shipments to Eu- 
rope is affecting American prestige in 
world affairs as well as hampering re- 
covery among nations waiting for sup- 
plies. An early end to the coal strike can 
remove the threat to the revival of .Eu- 
rope, but the damage to U.S. standing 
abroad is already on the record. 

New curbs on consumers and in- 
dustry are being prepared by European 
governments that fear the consequences 
of a long interruption in imports of coal 
and food from America. The hope is that 
emergency measures will protect recov- 
ery programs still far short of the goal. 
But, to some nations, a prolonged strike 
in U.S. coal would mean industrial col- 
lapse and political upheaval. 

Dependence on American coal, as on 
food from the Western Hemisphere, is 
extreme because output in Europe has 
not yet recovered from the war. U.S. 
deliveries helped countries in Western 
Europe coax industrial production back 
to around three fourths of prewar levels 
and in Italy have come to mean the differ- 
ence between a going concern and col- 
lapse. All told, 11 nations that normally 
relied on Germany and Britain for most 
of their coal imports now look to the U. S. 
for about 2,000,000 tons a month. 

@ The third strike to affect U.S. ship- 
ments in less than a year, however, raises 
questions about the value of American 
promises to deliver coal, food and per- 
haps many other things as well. 

Strike One came last spring. U.S. 
miners quit work for 59 days. Before that, 
exports of coal had risen from 1,500,000 
tons in January to 2,000,000 in March. 
The strike cut April shipments to 850,- 
000 tons, May exports to 350,000 tons. 

Strike Two, beginning in August, in- 
volved shipping, rather than coal mining. 


and BERLIN 


A dispute between maritime workers and 
shipowners, the strike cut deliveries of 
coal in half between August and Octo- 
ber, monthly totals dropping from 2,120,- 
000 tons in August to 910,000 tons in 
October. 

Strike Three called U.S. miners off 
the job again and froze coal for export 
just when ships became available to carry 
it. How long the embargo on coal ship- 
ments will last depends upon how long it 
takes to get production back to normal. 

A work stoppage as long as that of last 
spring, in the judgment of U. S. officials, 
would cut heavily into exports of food, 
steel and other commodities dependent 
on coal for power, fuel or transport. Re- 
duction in steel output, cut back from 91 
to 62 per cent of capacity after one week 
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A new voice on U. S. policy abroad 





of the strike, would, if continued, re- 
quire innumerable industries to shut 
down, leaving the U. S. itself too short of 
many items to permit exports. At that 
point, item by item, export embargoes 
are to be expected. 

U.S. food, which shares with coal the 
top priority in European needs today, 
has not yet been hit by the coal strike. 
Temporary diversion of coal gondolas to 
hauling wheat, in fact, may make up for 
a shortage of boxcars and for a while 
speed up grain exports to Europe. A 
prolonged coal strike would cripple U. S. 
railroads and completely shut off ship- 
ments of food outside the country. As it is, 
the American program for exports of grain 
is 25 per cent behind schedule. 

@ Facing this situation, the nations of 
Europe are fearing and preparing for 
the worst. 

Denmark has been first to act. The 
Government is rationing coal and gas at 
half the present rate of consumption. A 
dimout is in effect and further cuts in 
electric light and power are expected. 
Drastic curtailment of passenger traffic 
on railroads is in the offing. 

Factory shutdowns and _ unemploy- 
ment are sure to follow these actions, 
but the Danish Government sees no 
alternative. Relying on the U.S. for two 
thirds of her coal, Denmark is down to 
a month’s supply. Shipments of 130,000 
tons, promised by December 31, are still 
80,000 tons short of fulfillment. Danish 
ports usually freeze over in January and 
February. To keep going, the country 
needs its coal imports now. ~ 

Britain’s Minister of Food, John 
Strachey, announces in the House of 
Commons that the U.S. coal strike will 
compel the Labor Government to con- 
tinue rationing bread. Bottlenecks in 
American transportation, resulting from 
a long strike, threaten the flow of wheat 
to England. Reduction in U.S. exports 
of food to Germany, another conse- 
quence, would impose additional burdens 
on Britain’s food stocks. And lack of coal 
for bunkering at U.S. ports would hit 
Britain’s merchant marine, two fifths of 
which uses coal. 

Ramifications of the American strike 
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WORLD IMPACT OF 'U. S. COAL STOPPAGE 


BRITAIN announces oread rationing 
must continue; export drive hurt by 
cut in U.S. steel shipments. 
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DENMARK prepares to ration coal, 
gas, electric light and power. 
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FRANCE sees set-back in steel. 
industrial slow-down, cold homes. 
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ITALY fears industrial collapse. 
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GERMANY faces cut in food rations 
below bare subsistence levels 
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touching England go beyond bread, 
however. The British had hoped to im- 
port 2,000,000 tons of semifinished steel 
from the U.S. to supplement domestic 
production now at its peak. Steel from 
America could speed Britain’s drive to 
export more aircraft and automobiles, as 
well as step up construction of new homes 
and factories in England. Now cutbacks 
in steel output in America dash British 
hopes and reduce the chances for more 
construction and consumer goods for 
Britons grumbling at seven years of 
“austerity.” 

German hopes for maintaining diets 
this winter at 1,550 calories a day, or 
less than half of the average in the U. S., 
will decline with each day of the coal 
strike. To provide 1,550 calories in the 
American zone of Germany, food imports 
of 100,000 tons a month from the U.S. 
are required. Merger of the British and 
U.S. zones, now under negotiation in 
Washington, would call for still heavier 
imports of U.S. food, since the British 
zone is less self-sufficient than the Ameri- 
can. The recent shipping strike, however, 
limited October shipments to the U.S. 
zone to 50,000 tons. Now the coal strike 
threatens to continue and deepen this 
cut in shipments. Consequences in Ger- 
many, in malnutrition, disease, absentee- 
ism at mine and factory, and civil unrest, 
can hurt U.S. aims as well as Germans. 
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France sees her whole program of 
economic recovery, fiscal as well as indus- 
trial, hanging in the balance with the 
termination of coal imports from the U. S. 
The halt in American production coin- 
cides with a decline in French imports of 
coal from the Ruhr, in Britain’s zone of 
Germany, where production troubles 
have reduced France’s share from 300,000 
tons a month at the start of 1946 to 
around a third as much now. On top of 
this cut, disappearance of the 500,000 
tons a month expected from America adds 
up to a crippling blow. 

French industries, some of which had 
climbed back to prewar levels of produc- 
tion, now must reduce output and lay 
off workers. Unemployment means heav- 
ier expense for the Government and dims 
hopes for a balanced budget. Inflation 
and black markets, still acute problems in 
France, would grow under new scarcities 
of consumer goods. The coal strike in 
America, the French fear, means deep 
trouble for France. 

What Italy fears is collapse. American 
coal and food, distributed through the 
United Nations Relief and Rehabilitation 
Administration, have enabled Italy to get 
industrial production up to 60 per cent 
of the prewar rate. Without important 
coal resources of their own, the Italians 
have been getting 70 per cent of their 
supplies from the U.S. At that, total 
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U.S. POWER to enforce its policies 
in Europe jeopardized by inability to 
deliver coal, food, other material. 
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INTERRUPTION in programs of 
reconstruction and recovery adds 
sheavy burden to weak, unstable 
governments: invites upsets. 
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COMMUNISTS in Italy and France, 
Socialists in Britain and Sweden see 
potent reason for swinging Europe 
away from dependence on U. S. 
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supply has amounted to only 6,000,000 
tons a year, half of normal needs. Prom- 
ises of emergency shipments from Poland, 
South Africa and Turkey do not add up 
to more than a fraction of U. S. tonnage. 
But now the American supply, of food as 
well as of coal, threatens to disappear. 
U.S. officials close to the situation in 
Italy fear that a 60-day strike in America’s 
coal mines would push the Italians into 
industrial chaos and a violent political 
upheaval. Even before the coal stoppage, 
diplomatic observers said, the race in 
Italy was between recovery and commu- 
nism, A U.S. coal strike of any length 
virtually hands the Italian Government 
over to the Communists. 
@ American prestige, in this situation, 
is suffering from self-inflicted wounds. 
U.S. promises are at a discount despite 
U.S. performance to date in organizing 
the United Nations, World Relief, the 
International Bank and Fund and other 
world agencies. European fears of eco- 
nomic recession in the United States are 
mounting with news of prolonged labor 
troubles. Communists in France and Italy, 
Socialists in Britain and Sweden, see 
further reason for insulating their coun- 
tries against U. S. capitalism. Finally, the 
ability of the U.S. to back up its policies 
overseas comes into question both at home 
and abroad in proportion as economic 
trouble inside the U.S. stays on page 1. 
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NEW ZEALAND CURBS | 
TREND TO SOCIALISM 


Reduction of Labor’s parliamentary 
majority reflects rising opposition 
to extension of Government controls 


Reported from WELLINGTON 
and WASHINGTON 


A gradual shift to the right is oc- 
curring in New Zealand where the Labor 
Government has been re-elected but 
with a reduced majority. To survive, 
Prime Minister Peter Fraser's Cabinet 
may have to temper some of its so- 
cialistic program and relax controls on 
private enterprise. 

When the new Parliament con- 
venes, Fraser and his Finance Minister 
and deputy, Walter Nash, will be work- 
ing with the smallest majority since 
Labor unseated the conservative Na- 
tional Party 11 years ago. 

The recent election was fought solely 
on domestic issues, with the opposition 
attacking existing Government controls 
and Labor’s restraints on capital. Both 
sides advocated extension of the social 
security program, a field in which New 
Zealand has pioneered. Free ambulance 
service and publicly financed dental care 
for children will be added by the Labor 
Party to the already long list of social 
benefits. 

@ Fewer social experiments were advo- 

cated by the Labor Party than during 
previous campaigns. Now it appears that 
some phases of the party’s program will 
be carried through but others may be 
revised or shelved. 

Nationalization of coal, a platform 
plank of the Labor Party, may not ma- 
terialize. Some of the mines already are 
Government owned and the Cabinet, in 
the interest of increasing output, intends 
to go ahead with its proposed housing 
program for workers. The Government 
will pioneer new coal fields but is ex- 
pected to proceed cautiously in taking 
over private mines already in operation. 

An iron-steel program has been au- 
thorized by Parliament, but further legis- 
lation, necessary to put Government con- 
trols into operation, may be held up in 
view of public demands for reduced 
taxes. Another obstacle to the plan is the 
absence of adequate deposits of iron ore. 


Public utilities, particularly electrical 
power and railroads, will be expanded 
and continue under Government owner- 
ship. 

The Government’s goal is to supply 
every home and factory with electric 
energy. Ten hydroelectric stations are 
being built, and another large program 
is in the blueprint stage. 

Railroads will improve existing service 
and some lines will be extended. 

Price controls will be retained despite 
their unpopularity among farmers. 

The present Government has kept in- 
flation in check and today the cost of liv- 
ing in New Zealand is one third of what 
it is in the United States. As an example, 
butter sells for 25 cents a pound, beef- 
steak for 20 cents, and eggs for 30 cents 
a dozen. 

Fixed prices for farm products were 
bitterly assailed during the campaign, 
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FINANCE MINISTER NASH 


especially by the dairy interests. The 
Government intends to appoint an inde- 
pendent tribunal, consisting of representa- 
tives of the dairyvmen and Government, 
which will revise the prices for dairy 
products each year. 

Housing was one of the major issues 
of the campaign. The Government prom- 
ises that 60,000 new homes will be con- 
structed in the next five years, many of 
them by the state. Rents are fixed and 
some of the Government-built 
rent for as little as $11 a mon.h. 

Secondary industries will be encour- 

aged by the Fraser Government, and de- 
centralization is advocate| as a means of 
providing diversified opportuni.ies of em- 
ployment for workers in small towns and 
to relieve congestion in the cities. Govern- 
ment assistance will be given new indus- 
tries, but only where private financing is 
not available. 
@ The election shows that Labor and 
other left-wing parties are losing ground 
in New Zealand. Minor par ies polled 
only 2,000 votes, half of which went to 
the Communists. Out of nearly 1,000,000 
votes cast, Labor led the conservatives by 
only 21,000. Despite the small margin, 
all of the Labor ministers who sought re- 
eleccion have been returned to office, so 
Frasers Cabinet has not been weakened, 
even though the opposition party has 
gained in strength. Therefore, it appears 
that the New Zealand Government is not 
going to make any radical departure from 
its present course and that any gradual 
changes will be toward the right rather 
than toward the enlargement of socialist 
policies. 
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PRIME MINISTER FRASER 
Re-elected Labor leaders face smallest working majority in 11 years 
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Reported 


Canada’s careful plans for post- 
war reconversion and recovery are being 
subjected to another rude jolt by eco- 
nomic troubles made in the U.S.A. 

The effect of the coal crisis that 
has set back the U. S. is to confront Can- 
ada with a host of new difficulties in her 
effort to hold the line in the Dominion on 
prices and marketing regulations—a task 
already complicated by the sweeping 
decontrols south of her border. 

With an economy so closely linked 

to that of her U.S. neighbor, Canada 
thus finds an uphill battle on her 
hands if postwar objectives are to be 
attained, and the odds against success 
are mounting. 
@ The coal crisis in the U.S. para- 
doxically found Canada without impor- 
tant bituminous coal worries for the next 
three or four months, although the coun- 
try is dependent on the United States 
for at least 60 per cent of the coal 
she uses. 

Reason for Canada’s large stockpiles 
at a time when U.S. reserves were being 
measured in terms of days is that Canada 
makes it a practice to get in her winter 
coal before weather and ice interrupt 
ship deliveries via the Great Lakes. 
















































why Canada has ordered only minor 
curtailmc nt of rail service, why restric- 
tions on the use of soft coal have been 
moderate, and why Canadian industry 
can count on sufficient fuel until February 
or March. 

As far as coal on hand is concerned, 
the Dominion would be in an even 
stronger position if the normal flow of 
bituminous coal imports had not been 
disrupted, first by the strike at U.S. 
mines in the spring and then by the 
maritime strike which tied up shipping 
on the Great Lakes. 

@ The bad news for Canada is that the 
loss of coal production in the U.S. 
reduces output of goods which the 
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U.S. TROUBLES STRAIN 
CANADA’S ECONOMY 


Coal strike deprives Dominion of 
goods needed for export production, 
and decontrol jolts price structure 


from 


NEW YORK and WASHINGTON 


Existence of these stockpiles explains ~ 


OTTAWA, 


Dominion imports and which are so 
essential to the drive to keep Canadian 
exports moving toward record levels for 
peacetime. 

Canada is especially concerned about 
the curtailed production of steel and re- 
lated products, of autom»bile parts, of 
machinery and of textiles. Canada is in a 
bad way for steel, particularly since the 
prolonged strike which tied up Dominion 
mills for months last summer. The day 
after the start of the coal strike in the 
U.S. one of the biggest auto plants in 
Canada was forced to cut operations 25 
per cent and to lay off 2,400 workers 
because of material shortages. 

Dominion leaders are aware that these 
production losses in the U.S. are to in- 
crease the backlog of demands of U.S. 
industry for the very goods which Cana- 
dian processors need. This means upward 
pressure on prices as long as the goods 
continue in short supply. And rising prices 
in the U.S. put increased strain on 
Canada’s system of controls for holding 
down the cost of living and for regulat- 
ing the market in raw materials. 

Gradual decontrol of prices and pro- 

motion of the export market are twin 
objectives of the policy Canada’s Govern- 
ment has been pursuing, and the objec- 
tives are closely interrelated. . 
@ The export program is a “must,” 
virtually dictated by the mushroom 
growth of the Dominion’s industrial po- 
tential during the war. P. :duction in 
major lines is twice what it was in 1939, 
and the working force today has risen to 
4,900,000 as azainst the 3,800,000 em- 
ployed before the war. 

Canada is a nation of only 12,000,000. 
The people cannot consume all the food 
the country produces, utilize the full 
output of raw materials, nor absorb the 
flood of manufactured goods Canadian 
factories are able to turn out. Hence 
markets in other countries are urgently 
needed if Canada is to support her ex- 





ceptionally high level of employment 
and a standard of living which is a close 
second to that of the U. S. 

Third-ranking nation in world trade, 
Canada thus far has had marked success 
in building up postwar markets for her 
exports. Best index is the fact that she 
sold $1,663,944,063 worth of goods to 
other nations in the first nine months of 
1946, as compared with $9°4,926,104 in 
all of 1939. Big advantages Canadian 
goods have enjoyed in competitive mar- 
kets to date have been prompt deliveries 
and the lower prices Dominion controls 
make possible. 

Both those advantages are now in 

jeopardy. Exports, and hence deliveries, 
have shrunk in the last three months, 
reflecting the effects of the crippling 
strikes of last summer. Inability to obtain 
essential materials from the U. S. during 
the coal crisis means another setback. 
And free prices in the U.S. probably 
foreshadows eventually higher costs for 
Canadian products. 
@ The price problem has turned out to 
be one of the slipperiest issues the 
Dominion Government has been called 
on to deal with, particularly since U. S. 
decontrol. 

The higher prices Canada has been 
paying for most imports from the U. S. 
in recent months have been exerting 
upward pressures on production costs 
in the Dominion and on the cost of 
living. 

Companion influences likewise have 
been generated by rising prices in the 
world markets for Canadian exports, 
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—Canadian Pacific Railway 


HIT BY U.S. DECONTROL 


especially raw materials. The result is 
demands for relaxation of controls on 
domestic prices of such goods, and the 
diversion of more of such goods to export 
markets. 

Canada has been holding fast to much 
of the wartime system of controls. Wage 
and salary controls have just been lifted, 
restoring labor-management bargaining. 
Prices remain controlled. The Govern- 
ment policy is to decontrol cautiously 
and gradually, but only as war disloca- 
tions in prices disappear or justify them- 
selves. 

This course has created unusual condi- 
tions in many industries. For example, in 
the domestic market, which a producer 
must satisfy first, copper is fixed at 11% 
cents a pound, as against 19% cents in the 
U.S. The Dominion ceiling on zinc and 
lead is 50 per cent lower than the world 
price. As in the case of copper, the do- 
mestic price of lumber is acknowledged 
to be below the actual cost of production, 
but in both cases producers have been 
kept out of the red by the higher prices 
their surpluses command in the export 
market. 

With food, the story is much the same. 
Canadian farmers get $1.35 a bushel for 
their wheat, while the price in U. S. mar- 
kets is as high as $2.14. 

Price spreads such as this indicate how 
firmly Canada has held the line so far, 
and also the importance of the domestic 
interests which would benefit temporarily 
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AFFECTED BY THE SHORTAGE OF COAL 
Canada finds it impossible to counter adverse effects of the ups and downs on the economic scene in the U. S. 


by a retreat from present policy. How- 
ever, decontrol to date has been limited 
to luxuries and nonessentials. 

Canadian leaders point to present con- 
ditions in the U.S. as an object lesson, 
telling the people, in effect: “You don't 
want that to happen here.” They argue 
that the Canadian people, traditionally 
more conservative than their neighbors, 
can afford to sit back and await the out- 
come of the U.S. experiment in decon- 
trol. If it works, Canada can follow suit 
and profit by U.S. mistakes. If it doesn’t 
work and produces a boom and. bust, 
Canada will be spared the experience. 
@ One weapon Canada has used to de- 
fend her con rol system in the face of 
rising U.S. pric’s is revaluation of the 
Canadian dollar. In July, during the 
holiday on price controls in the U.S., 
Canada increased the value of her dollar 
from 90 cents to parity with the U.S. 
dollar. This action enabled the Canadian 
dollar to buy more in U.S. markets, 
although at the same time it cut the 
Dominion’s profit on exports to the U. S. 

Conjecture is current that Canada may 
again resort to revaluation, especially if 
the coal crisis in the United States is 
followed by a second round of strikes 
and even higher prices. A 5 per cent 
advance in the value of the Canadian 
dollar is the figure most frequently men- 
tioned in speculation. Official sources are 
tight-lipped on the subject. 

Regardless of what action is taken on 


revaluation, however, it now seems 
strongly probable that the price situation 
in the United States will force the Cana- 
dian Parliament to permit some upward 
revision of the present ceilings in the 
Dominion. The House of Commons is 
certain to hear much on the subject when 
it meets at Ottawa early next year. 

But complete abandonment of controls 
is not indicated at the moment. On the 
contrary, Resources Minister J. A. Glen 
has just asserted that the Government 
ot Prime Minister Mackenzie King would 
go down to defeat in Parliament if neces- 
sary in its effort to hold price controls 
until it considers it safe to abolish them. 
@ Prime difficulty besetting any attempt 
Canada may make to deal with the pres- 
ent situation is the fact that it is virtually 
impossible to shield the Dominion from 
the adverse effects of the ups and downs 
on the economic scene in the U.S. The 
economies of the two nations are too 
tightly interconnected. Each is_ the 
other's best customer. The most any 
Dominion Government can hope to do — 
is to cushion or to minimize the conse- 
quences of economic trouble in the 
States. 

As long as the present relationships 
exist, Canada is cast for the economic 
role of the innocent bystander, powerless 
to control business developments in the 
U.S., but certain to be hurt when they 
are bad. Canadians are wondering how 
much it will hurt this time. 
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RESENTMENT AGAINST RUSSIANS 
REVIVES NATIONALISM IN POLAND 


Public’s growing dissatisfaction with 
Moscow’s domination of Government 
may force change in Soviet tactics 


Reported from 
WARSAW 


Poland’s millions, ill-clad, hungry 
and poorly housed, are posing new prob- 
lems for their pro-Soviet Government 
and for Moscow as the cold of another 
winter comes. 

Underground activities against 
Russian sympathizers appear to be in- 
creasing. The strong nationalism. of the 
Poles is being expressed more and more 
openly. In casual conversations along the 
streets of Poland’s cities, evidence is ac- 
cumulating that the Russians are finding 
their present policy toward the Poles un- 
profitable, and that they may be getting 
ready to shift tactics. 

Russia has attained her first objectives. 
A Communist-dominated Provisional Gov- 
ernment rules in Warsaw. The Govern- 
ment has spurred Polish acquiescence to 
new boundary lines which give a big 
piece of Eastern Poland to Russia and 
move the countrys western border to 
within 30 miles of Berlin. The Polish 
Army guarding the border is firmly under 
Russian control. 

But the larger objective—that of mak- 
ing the Polish people enthusiastic mem- 
bers of the Soviet family—has not been 
attained by the present Government. The 
following analysis of this winter's situa- 
tion in Poland is made by a representa- 
tive of World Report after a four-week 
tour, during which he talked with scores 
of Government and local authorities and 
Polish veterans, workers, farmers and 
housewives: 

@ Life in Poland is drab and uncom- 
fortable this winter. 

Clothing has replaced food as the 
No. 1 problem. Shoes are so scarce many 
children and. adults must do without. 
With the supply of woolen cloth only one 
third of prewar, warm clothing is almost 
impossible to get. Hardly anyone in the 
country has enough clothing to provide 
comfort beyond the sheerest essentials. 

Food supply is a little better, but not 
much. There will be, however, enough 
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black bread and potatoes to avert the 
sharpest pangs of hunger. 

Shelter still is at a premium, in both 
urban and rural areas. More than two 
thirds of the dwellings in Warsaw were 
completely destroyed during the war. 
Percentages almost as high prevail in 
other cities. The metropolitan areas the 
Poles took over from the Germans—Bres- 
lau, Stettin, Danzig and Allenstein—are 
badly wrecked. In some rural areas peas- 
ants are living in mud dugouts and vil- 
lagers crowd two and three families into 
each habitable house. 

Even in the relatively undamaged cities 
of Lodz and Kracdéw, the housing short- 
age is acute because those communities 
have had to absorb many thousands 
of refugees and homeless repatriates. 
Complicating the housing shortage is 
the great scarcity of fuel for heating. 
Polish houses this winter will be cold, 
as well as crowded. 

All the unhappy aspects of Polish life 
—monotonous and inadequate diets, scar- 
city of clothing and housing, and the 
latent fear of another war—add up to a 
picture of discouragement this winter. 
The result is that the Russians find them- 
selves blamed for Poland’s difficulties in 
reconstruction and for most other prob- 
lems. Criticism of Russia is open and 
widespread. 

@ Russian influence inside the country 
is concentrated in the top levels of the 
Government, the Army and the police. 

Poland’s Provisional Government, from 
President Boleslaw Beirut down, was 
picked under Moscow’s guidance and in- 
stalled as soon as the Red Army began to 
liberate the country in 1943. With the 
exception of Agriculture Minister Stanis- 
law Mikolajezyk, all the officials and 
Cabinet Ministers have political ties with 
the Soviet Union. Polish policy in world 
affairs has been kept solidly lined up 
with Russia’s. Internally, many industries 
have been nationalized and a somewhat 


compromised form of Communist econ- 
omy introduced. 

A secret police force, the U.B., 
watches all anti-Government elements, 
although thus far it has arrested only a 
few of the more outspoken antagonists of 
the Warsaw Cabinet. 

The Polish Army is based on the corps 
organized by the Red Army in 1942 and 
recruited from among Eastern Poles. Orig- 
inally commanded entirely by Russian 
officers, the Army has been given inde- 
dependent status under its own command, 
with the Russians furnishing only a “train- 


‘ing cadre.” Uniforms and weapons come 


from Russia, however, and Polish officers 
suspected of being unfriendly to Russia 
are relieved of their commissions. 

@ Polish reaction to a situation which 
most Poles believe is deliberately intended.» 
to keep them within the Russian sphere 
is much different than the friendly atti- 
tude of the Provisional Government. 

Independence is becoming the dom- 
inant theme of internal politics. Poles who 
remember the long struggle that broughi 
independence in 1919 make no secret of 
their conviction that the country’s part 
in the war entitles it to complete political 
independence again. Privately, people in 
all walks of life express their dislike for 
the pro-Soviet Government. Estimates are 
made that the Government would have 
the support of only 10 per cent of the 
voters in an unrestricted election. 

The West gains support from Poland’s 
private citizens for several reasons. Near- 
ly every Polish family has close relatives 
who have emigrated to the U. S. and who 
write pleasant accounts of their life in 
that country. Thousands of Poles also 
have relatives among the Polish forces 
that served in Britain or the Mediter- 
ranean during the war. These senti- 
mental attachments to the West, when 
added to gratitude for the millions of 
dollars worth of U. S. food the Polish peo- 
ple have eaten during the past hungry 
year, make it apparent to visitors that the 
U.S. holds first place in popularity with 
most Poles. 

Fear of war exists everywhere in Po- 
land. Conjecture over a clash between 
Russia and the West is increased by the 
distorted accounts given to international 
developments in the censored press. Em- 
phasis upon divisions within the Big 
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Three gives many Poles the impression 
that war is imminent, and that once again 
their country is about to get caught in 
the direct line of fire. 

All these things combined are making 

steady troubles for the pro-Russian ele- 
ments in the Government and among the 
public. 
@ The outlook of Poland’s population 
generally is optimistic, despite present 
difficulties. The reason is that many peo- 
ple (who are not in a position to know) 
believe a change in Russian policy is ap- 
proaching to open a vista of hope for 
self-rule. 

Though they may grumble and com- 
plain, the Polish people are going about 
the job of rehabilitating bombed-out cit- 
ies with civic enthusiasm that impresses 
the outsider. In Stettin, now known as 
Szezcin, rubble-clearing has been made 
the object of spirited competition among 
volunteer workers. In Danzig, citizens re- 
cently celebrated the accomplishment of 
railway workers in rebuilding a few 
streetcars from parts found in the wreck- 
age of car barns. In Poznan, residents 
speak with obvious pride of the reopen- 
ing of the city’s university and of the 
nightly performances of the municipal 
opera company. 

The Russians, finding themselves 
blamed for almost all of Poland’s troubles, 
have responded by turning over to the 
Poles responsibility for the reconstruction 
program. Most of the Soviet Army troops 
have been withdrawn from the country. 

The Russians maintain general super- 
vision of Polish railroads in order to ex- 
pedite the shipment of supplies and goods 
to and from Germany. They still have sev- 
eral large military airfields scattered 
throughout the country. But for the most 
part they are allowing the Poles increas- 
ing freedom from direct orders, and com- 
plete freedom from military occupation. 

@ Dilemma in Poland appears to be 
closing in for the Russians, who are de- 
termined to build a strong, friendly sup- 
porter out of the liberated country but 
don’t know how to overcome the hostility 
of people who resent any outside inter- 
ference in their affairs. 

Russia is confronted with a situation 
in which the Polish Government and 
Army are friendly to her, but the man in 
the street is becoming increasingly re- 
sentful. The resentment is such that many 
Poles regard their country as the eastern 
bastion of the democracies rather than the 
western bastion of the Soviet sphere. 

Poles look to next month’s election for 
a hint of what they can expect from the 
Soviet Union. For the supporters of Rus- 
sia, the election is a real problem. With- 
out strong intervention, the Communist 
Party may suffer sharply at the hands of 
the voters. New coercion, on the other 
hand, is likely to result only in canceling 
out any progress Russia has made toward 
the long-range goal of winning full Pol- 
ish co-operation. 
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RAILROADS ARE UNDER RUSSIAN SUPERVISION 
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VOLUNTEER WORKERS TACKLE RECONSTRUCTION 
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WELCOME RELIEF FOR DESTITUTE VILLAGERS 
The U. S, holds first place in popularity with most Poles 
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BRITISH BUSINESSMEN HARASSED 
BY RESTRAINTS ON PRODUCTION 


next year. Structural steels also are scarce, 
holding back the rebuilding of plants 
throughout Britain. 

Other shortages of raw materials re- 
Hect world-wide scarcities. Thus, as in 
the U.S., British industries making soap, 


Inability to get enough coal, steel, 
labor, plus Government regulations, 
irk industry, but it ts still optimistic 








Reported from 
LONDON 























British businessmen look ahead to 
better times, but their operations at 
present are hampered by many of the 
same problems that harass U. S. business- 
men. This is shown by a survey of British 
companies. 

Shortages of raw materials, slow 
deliveries on orders and Government 
controls irk the British industrialist, who 
also has to contend with a shortage 
of workers, the threat of Government 
ownership in many lines, and_ the 
need for major rehabilitation of plants 
because of hard usage or damage dur- 
ing the war. 

Markets, both at home and abroad, are 
still tremendous, however, and the British 
businessman sees favorable prospects in 
the future. But he crosses his fingers 
whenever he thinks of the major short- 
ages limiting British industry: coal, steel, 
and man power. 






















BOY MINERS IN TRAINING 
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q) Shortages. Company after company, 
industry after industry reports the crimp 
put in operations by inability to get raw 
materials and components or to hire 
workers. | 

Coal scarcity has more widespread et. 
tects than any other Stemming from 
man-power shortage and absenteeism in 
the mines, low production of coal is 
hampering many industries directly or 
indirectly. 

Power companies are feeling the coal 
pinch and electricity cutoffs are to re- 
strict industrial operations this winter. 
Some branches of the steel industry can 
no longer get sufficient or good quality 
coal for cooking. 

Chain reactions spring trom this coal 
situation. Sheet steel goes short and al- 
locations to automobile manufacturers 
are cut, with a restricting effect on exports 
of automobiles probably to be noticed 
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paints, linoleum and plastics teel keenly 
the lack of fats and oils. Timber tor build- 
ing is not available in sufficient quantities. 
Shortage of lead is forcing British builders 
to turn to copper. 

Labor, too, is short. This is particularly 
true in industries where working condi- 
tions are unpleasant or wages are rela 
tively low. Most serious to the British 
economy is the difficulty in finding new 
miners for the coal pits. 

Another basic industry getting along 
with tewer workers than before the war 
is building. This has affected the progress 
of the campaign to build homes and re 
build factories. 

Production in the textile industry, so 
important to exports, is limited by man 
power shortages, too. Leather companies 
have the same difficulty. 

Both individual companies and the 
British Government are trying to correct 
this situation. The Government is at- 
tempting to distribute the labor force to 
better advantage and is also thinking 
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OPEN-HEARTH SCRAP-CONVERSION PLANT 


Man power, coal and steel are the major shortages limiting British industry . . . 
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of making immigration more attractive. 
{] Reconversion of British industry has 
been slowed by a number of tactors, 
judging from company reports. 

Deliveries of new machinery, to re- 
place equipment worn out or damaged in 
the war, are slow. A priority system con- 
trols manufacture of machinery. British 
businessmen would accept it with less 
protest if exports of machinery were not 
so heavy. It seems to many that home 
industry should be re-equipped betore 
export demand is cared for 

Reconcentration of company opera- 
tions, decentralized during the war for 
security reasons, is taking more time than 
expected 

Nationalization, or the possibility ot it. 
also has caused some industries to go 
slow on reconversion. The steel industry 
is an example. Spurred by the threat of 
nationalization, the steel industry has an- 
nounced that it intends to spend about 
$675,000,000 on expansion and modern- 
ization over a period of seven and a half 
vears. But this program is still ist on 
paper and will be held back until the 
Government makes up its mind about 
taking over steel. 

The same is true of the plans of the 
railroads and the public utilities. 

New capital, nevertheless, is being 
sought in certain industries. During the 
first nine months this year, security issues 
for new capital totaled, $840,000,000, 
close to the high level of 1938 and tar 
above any year between. 

Shipbuilding, chemical and rayon com- 
panies have particularly impressive plans 
for expansion. 

@ Government controls tend to be irk- 
some to many British businessmen 

Allocations channel scarce materials, 
such as cotton yarn, steel and timber, 
into selected industries under a system 
ot priorities similar to that used in the 
U.S. during the war. Housing, utility 
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clothing and utility furniture have high 
priorities. 

Price controls and rationing are ap- 
plied to clothing, food and a large num- 
ber of other necessities. Complaints are 
made by businessmen that wages and 
costs of materials are allowed to increase, 
squeezing them against price ceilings. 
This is heard especially among retailers. 

Export licensing keeps essentials. or 
goods in short supply, from being shipped 
overseas in too large quantities. Yarns and 
cloths particularly are controlled in this 
way. A number of businessmen teel that 
export licensing should be liberalized a 
good deal more. They say chances of 
capturing overseas markets are being lost. 

On the other hand, as part of the ex- 
port drive, a certain proportion of the 
output of many products must be sold 
abroad. Half the automobile production 
is so destined, all the pianos, much ma- 
chinery. It is said that so many machine 
tools are sold abroad that home industry 
is crippled. 

Extensive powers of the British Govern- 

ment to control industry and the economic 
life of the country continue until 1950 
under the Defense Regulations. The 
Attlee Government has shown no aversion 
to continuing to use war powers, No 
change is expected until the economic 
security of the country is much better 
established. 
q) Wages in Britain are high, compared 
to prewar. On an average, wages are 
about 60 per cent above those in Septem- 
ber 1939. Prices of necessities have in- 
creased only half as much. Increased 
purchasing power makes for a strong 
home market for goods. 

Buying pressure is heavy, and it is only 
lately that retail companies report some 
increases in inventory. By and _ large, 
merchandise is still scarce. The tendency 
of the public is to buy the better quality 
goods when they are available. Electrical 
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appliances, radios and other small com- 
forts sell well. 

Since there is so little to buy and since 
income taxes are high, workers lack in- 
centive to produce and earn more. This 
apathy is a particular worry to British 
businessmen. But they believe the situa- 
tion gradually will right itself if the 
country's shelves are not stripped for the 
benefit of the export markets. 

@ Profits of British companies in the 
first half of this year were about 10 
per cent higher than a year before and 
the largest in the last four years. But they 
were well below those in 1938 and 1939 

Largest increases above 1945 levels are 
being shown by retail stores, building 
materials, shipping, entertainment, news- 
papers and oil companies. Poorest profits 
are recorded by food companies, hotels 
and restaurants and textiles. Each of 
these industries is hampered by price 
ceilings. 

Reduction of the excess-profits tax to 
60 per cent on Jan. 1, 1946, has much 
to do with the general increase in corpor- 
ate profits. Elimination of the excess- 
profits tax, slated for next January 1. 
will increase future profits. 

British companies this year are dis- 
tributing, on the average, about 78 per 
cent of net profits in the form of divi- 
dends. U. S. firms, to avoid surplus taxes, 
will come close to matching this figure 
in 1946. 

@ Quiet confidence is general among 
British businessmen, despite shortages, 
reconversion problems and Government 
controls. Both the home and export mar- 
kets are strong and should continue so 
for some time. Given the tools, men and 
fuel, British industry believes in its own 
ability to produce and compete in the 
postwar world. But British businessmen 
would feel better if production of indus- 
try’s twin essentials, coal and steel, gave 
a firmer underpinning to their endeavors. 
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EARMARKED FOR EXPORT 


. . Setting up chain reactions affecting automobile production and overseas markets 
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EXPEDITIONS FROM FIVE NATIONS 
RENEW RIVALRY OVER ANTARCTIC 


Possibility of discovering valuable 
minerals on polar continent adds 
importance to territorial claims 


Re 


ported from SANTIAGO 


BUENOS AIRES AND WASHINGTON 


International competition for the 
Antarctic Continent, where extensive de- 
posits of minerals are believed to lie 
hidden, is beginning to shape up. 

Expeditions representing at least 
five nations are expected to operate in 
the area shortly, attempting to learn 
more about resources and other aspects 
of the continent about which relatively 
little is known. Their findings may bring 
into focus conflicting claims to parts of 
the area. 

Whetting public interest is the possi- 
bility that uranium and other metals 
usable in producing atomic energy may be 
among the resources to be discuvered. 

@ Biggest expedition now preparing 
to move into the area is that of the U.S. 
Navy. Commanded by Rear Admiral 
Richard E. Byrd, veteran of explorations 
in both of the frigid zones, the expedition 
will include a dozen ships, numerous 
aircraft and personnel totaling about 
4,000, including Army observers as well 
as scientists from the Weather Bureau, 
the Coast and Geodetic Survey, the Geo- 
logical Survey and other branches of the 
Government. 

Ships will arrive at the Ross Ice Shelf 
in time to take advantage of the short 
“summer.” Soon after arrival, a base will 
be set up and aircraft flown in from car- 
riers will engage in land-based operations. 

First objectives of the expedition, as 
set forth by the U.S. Navy Department, 
is to train personnel and to test equipment 
for use in frigid zones. Techniques will be 
developed for establishing, supporting 
and using bases under “comparable con- 
ditions.” 

The expedition, thus, gives the Navy 
a chance to perfect techniques for polar 
operations, yet to do it at the other end 
of the world from the Arctic, where Rus- 
sia might look upon such activities as a 
threat of aggression. 


Scientific investigation is to be an- 


equally important mission, Scientists will 
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do research work in meteorology and hy- 
drography, because of the effect of condi- 
tions in the Antarctic on weather and 
oceans in other parts of the Southern 
Hemisphere. Geographers will seek a 
more accurate knowledge of the surface 
of the continent, while geologists will 
attempt to learn what minerals: lie be- 
neath the surface. 

Ships will return to the U.S. next 
April. 

@ Other expeditions now shaping up in- 

clude a second from the U. S. This prom- 
ises to be more important than any of the 
others, except that of the U.S. Navy, in 
the field of mineralogy. This expedition 
will be under the leadership of Com- 
mander Finn Ronne, a Naval Reserve 
officer. Its financing will be private, but 
the Navy will furnish a ship and some 
other assistance. Scientists in this group 
will concentrate on mineralogy and 
meteorology. 

Norway has announced that it will 
send a party to the Antarctic shortly. One 
or two other European countries may par- 
ticipate in this venture. 

Russia, according to Radio Moscow, 
also is to dispatch an expedition. This 
report has not been confirmed. 

Chile, upon hearing of U.S. Navy’s 
plans, announced that she would dispatch 
a ship to the area to reaffirm her claims. 

Argentina too, will send a ship down 
to reinforce her territorial rights. In addi- 
tion, she will send observers on the 
Chilean ship. 

The United Kingdom has an expedi- 
tion in the area already. This group is 
using one of Byrd’s old bases, with U. S. 
approval. 

Resources of the continent are vir- 
tually unknown, because a combination of 
factors has discouraged prospecting. Four 
million square miles never have been seen 
by man. And, because of unfavorable con- 
ditions, most of previous exploration has 
been superficial. , 


Immense icebergs in the surrounding 
ocean make approach hazardous. Sea ice 
along the shore during most of the year 
makes it difficult to land. 

Once reached, the continent is for- 
bidding. Temperatures are severe, going 
down to about 80 degrees below zero. 
Violent winds sweep the country. Snow or 
glaciers cover nearly all of the land. 
Mountains rise to 15,000 feet. Great 
plateaus lie at high altitudes. 

The only vegetation is lichens and 
mosses. The only animal life on land com- 
prises a few insects and birds, but life in 
the adjacent ocean is fairly abundant, 
The whale catch, the only valuable prod- 
uct of the area, is worth about $15,000,- 
000 annually. 

Principal known resource of the con- 
tinent is coal, large deposits of which 
have been found in places where the 
ground is exposed. Rich copper ore has 
been discovered, but the extent of the 
deposits is unknown. 

Actually, mineral deposits of great ex- 
tent and value may lie under the ice and 
snow. For the Andes, of which the Ant- 
arctic mountains are believed to be an 
extension, are rich in metals. Geologists 
attached to the U.S. expeditions, as well 
as any who may go out with the other 
expeditions, will attempt to get a definite 
idea of the mineral resources. But detailed 
prospecting will be difficult because of 
the relatively rare expanses of bare 
ground, the frozen condition of the earth 
and the shortness of the “summer.” 

Discovery of rich resources, while it 
would whet appetites, would not neces- 
sarily lead to development in the near 
future, because of the difficulties involved. 
Exploitation would require the building 
and maintaining of expensive camps to 
protect workers and machinery from the 
cold. All supplies would have to be 
brought in by sea or air. It would be diffi- 
cult and costly to thaw out the earth 
and keep it thawed out, so that mining 
could go on. And minerals, once mined, 
would have to be shipped far on hazard- 
ous seas for processing. 

Development of any minerals discov- 
ered, therefore, is likely to wait until de- 
posits elsewhere in the world begin to 
run out or until equipment and _ tech- 
niques are worked out that can make 
the use of Antarctic resources easier and 
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cheaper than appears possible at present. 

Uranium or other rare minerals use- 
ful in producing atomic energy might be 
an exception. Known deposits of uranium 
are few. If uranium is found in the Ant- 
arctic, nations may seek to extract it, even 
at great cost, because of its strategic 
value. 

@ Claimants to Antarctic territory base 
their titles on discovery, proximity or 
occupation. 

Norway maintains that she owns a sec- 
tor comprising about one sixth of the 
continent, as well as two off-lying islands. 
She bases these claims on discovery and 
exploration by Capt. Roald Amundsen, 
first man to visit the South Pole. Nor- 
way’s claims appear to be undisputed. 

Australia claims what she calls the 
Australian Antarctic territory, a sector 
embracing nearly one third of the conti- 
nent. Basis of Australia’s claim is dis- 
covery and exploration by Sir Douglas 
Mawson. Australia recognizes the validity 
of French claims to a small area within 
her sector. 


New Zealand asserts that she owns 
what she calls the Ross Dependency, a 
sector covering about one seventh of the 
area of the continent. 

The United Kingdom claims what she 
calls the Falkland Islands Dependency, 
embracing roughly one sixth of the conti- 
nent and a number of islands. 

Argentina insists that she owns most 
of the area claimed by the United King- 
dom. She has maintained a weather sta- 
tion for 42 years on Laurie Island, one of 
a group included in the Falkland Islands 
Dependency. 

Chile maintains that the continent is a 
reappearance of the nearest large mass of 
land, which is Chilean territory. She 
thus declares herself to be the rightful 
owner of large areas claimed by the 
United Kingdom, Argentina and the 
United States. Chile attempts to strength- 
en her claim, as opposed to that of the 
United Kingdom, by citing the Monroe 
Doctrine, but the United States considers 
the Antarctic outside the area covered 
by the Doctrine. 
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The U.S., officially, asserts no right 
to ownership of any part of the continent. 
But Lincoln Ellsworth and Byrd, on their 
various expeditions, made air or ground re- 
connaissances of large areas and claimed 
them on behalf of the U.S. Parts of 
these areas overlap those claimed by 
Australia, New Zealand, the United 
Kingdom, Argentina and Chile. The 
U.S. is prepared to support officially the 
claims made by Ellsworth and Byrd if it 
should become necessary. 

None of the claims ever has undergone 
a legal test. The status of some of them 
under international law is doubtful. If 
any country decides to assert legally its 
right to an area claimed by others, the 
case may be decided by the International 
Court of Justice, or it may be handled by 
a tribunal or commission set up especially 
for that purpose. 

Rivalry among claimants, recently dor- 
mant, has been stirred by the announce- 
ment of the U. S. Navy’s expedition. This 
rivalry may be intensified as the various 
expeditions move into disputed areas. 
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URUGUAY TO MAINTAIN 
LIBERAL TRADITIONS 


President-elect favors policies of 
inter-American friendship and trade 
with U.S. and the United Kingdom 


Reported from 
MONTEVIDEO 


Uruguay’s next Administration is 
to co-operate with the U.S. and is to 
maintain the country’s traditions of lib- 
eral government despite opposition from 
a strong element in Parliament that ad- 
mires the Argentine system. 

Policies of the new Administra- 
tion are to be to the left of center, but 
extremes are to be avoided and private 
capital is to be respected. 

Large imports of manufactured 
goods from the United States and the 
United Kingdom are to be encouraged, 
while a firmer economic relationship with 
Argentina is to be sought. 

The new President will be Tomas 

Berreta, Minister of Public Works in the 
present Cabinet of President Juan José 
Amézaga and veteran worker in the bat- 
tle faction of the Colorado (Libéral) 
Party. 
@ International policies that he pro- 
poses to follow have been outlined by 
Berreta in an exclusive interview with 
Bernard S. Redmont, staff correspondent 
of World Report. 

“Through World Report, I want to as- 
sure our friends that the basic policies of 
Uruguay will be carried on in the United 
Nations and the inter-American coun- 
tries,” Berreta told Redmont. 

“Uruguay wants to maintain a solid 
friendship with all her neighbors and 
with the great North American democ- 
racy. We will continue to maintain a 
favorable climate for the investment of 
foreign capital.” 

Berreta will try to work out a firm 
agreement with Argentina for regular 
delivery of all the wheat Uruguay needs. 
Argentina recently suspended shipments 
to Uruguay on the ground that her wheat 
had been pledged elsewhere. The U. S. 
then promised to furnish wheat to Uru- 
guay, and Argentina finally decided to 
resume shipments. Some Uruguayans in- 
terpret Argentina’s behavior as retalia- 
tion for anti-Argentine proposals ad- 
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vanced by the Uruguayan Foreign Min- 
ister, Rodriquez Larreta. 

@ At home, Berreta is to continue the 
policies that have given his country ad- 
vanced social security, free education 
and Government ownership of public 
service enterprises. 

One of Berreta’s first steps will be to 
ask Parliament to create a Council of 
National Economy to develop co-opera- 
tion among labor, management and Gov- 
ernment for a four-year program of 
development. He proposes to build pub- 
lic works. He wants to modernize agricul- 
ture with imported farm machinerv. He 
will try to buy road-building machinery 
and transportation equipment. He wants 
well-drilling machinery to protect Uru- 
guays largest industry, livestock produc- 
tion, against losses caused by drought. 
@ Troublemaker for Berreta is to be 
Dr. Luis Alberto de Herrera, venerable 
leader of the Nationalist (Conservative ) 
Party and admirer of President Juan D. 
Peron of Argentina. 

Herrera opposes most of the liberal 
policies for which Berreta stands. He 
would like to see Uruguay’s economy and 
politics recast somewhat along the lines 
of those in Argentina. He favors close ties 
with Argentina, and he is cool toward 
Uruguay's continued prominence in inter- 
American affairs. | 

Herrera was one of six presidential 

candidates opposing Berreta in the recent 
election. Actually, he received about as 
many votes as Berreta. But, under a quirk 
of the Uruguayan Constitution, Berreta 
can count in his favor not only the votes 
cast for him directly, but also those 
received by the candidates of the three 
other factions of the Colorado Party. 
Thus, Berreta has a majority. 
@ Parliament is the place where Her- 
rera will try to make trouble. Here he will 
have a favorable position, for in the 
recent election his Nationalists increased 
their number of seats. 
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TOMAS BERRETA 
Uruguay’s new President 
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In the new Senate, Colorados will have 
15 seats, a loss of 4 from their present 
strength, while the Nationalists will have 
Y, a gain of 2. The other five seats will be 
divided among the Independent National- 
ists, the Civic Union and the Commu- 
nists. 

In the new Chamber of Deputies, the 
Colorados’ seats will be cut down from 
58 to 46. Nationalists will have 30 seats, 
a gain of 7. The other 22 seats will be 
held by members of the smaller parties. 

This setup promises trouble for Ber- 
reta. Sessions of the Parliament often are 
rough-and-tumble. Party allegiances fre- 
quently give way, and an administration 
has to play politics craftily. 

Herrera, for years a shrewd opponent 
oi the Colorados, will ride his increased 
strength to the limit in making trouble 
in Parliament. Sometimes he will be able 
to split the Colorados’ vote. Berreta, on 
the other hand, will try to strengthen 
his position by enlisting the help of the 
smaller parties. 

Berreta is likely to have trouble main- 
taining a working majority in Parliament. 
He even may be defeated from time to 
time on domestic issues, although his 
policies usually will prevail. 

In international matters, the story is 
likely to be different. Most Uruguayans 
are proud of their country’s traditional 
place as a leader in inter-American af- 
fairs. Berreta, thus, expects to be able 
usually to muster a majority when inter- 
national issues come up for a vote, and 
Uruguay can be expected to continue 
to be prominent in the inter-American 
system and a friend of the U. S. 
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DEBATE ON SOUTH-WEST AFRICA 
SETS U.N. TRUSTEESHIP PATTERN 


Opposition to Smuts’s annexation 
request forces other administering 
powers to review their proposals 


Reported from NEW YORK 
and CAPETOWN 


Trends emerging from an issue 
raised by the Union of South Africa are 
shaping the territorial policies of the 
United Nations. 

The request by South Africa for 
authority to annex South-West Africa is 
meeting overwhelming opposition, spear- 
headed by Russia, and has been tabled 
for a year. 

Powers that are to present plans 
to the U.N. concerning territories they 
administer are taking a second look at 
the arguments raised against South 
Africa with a view to revising their own 
proposals. Among these powers is the 
U. S., which wants to hold certain Pa- 
cific islands considered essential to U. S. 
security. 

The U.S. is not asking for annexation 
of these islands, which Japan held under 
a Class C mandate from the League of 
Nations, similar to the mandate govern- 
ing South-West Africa. But the U.S. 
desires that the islands be declared a 
strategic area to be administered “as an 
integral part of the United States.” 

The U.N. Charter provides for “stra- 

tegic areas,” but insists that basic aims 
such as “respect for human rights and 
fo. fundamental freedoms for all, without 
distinctions as to race, sex, language or 
religion” be supervised in these areas by 
the U.N. Under the U.S. plan, the 
areas subject to such supervision are to 
be determined by the U.S. alone. 
@ The test case on these and other is- 
sues was raised by Jan Christiaan Smuts, 
Prime Minister of the Union of South 
Africa. Smuts, a veteran of the League, 
who helped draft its mandate system, 
asked the U.N. Assembly to approve 
the annexation of South-West Africa to 
the Union without a trusteeship agree- 
ment. 

South-West Africa has been adminis- 
tered as an integral part of the Union 
since 1925. It is not considered a stra- 
tegic territory. Its 30,000 white residents 


and 300,000 natives are _ scattered 
through a land six times larger than 
England and Wales. The country has 
no substantial wealth, agricultural or 
otherwise, and is in debt to the Union. 
“White supremacy” is a keystone of 
the local government. The natives have 
no representatives in the local legislature, 
all of whose seats are held by white 
members of Marshal Smuts’s party. 
Smuts supports his position with the 
results of a referendum held by Union 
officials in South-West Africa in which, 
he said, 209,000 natives voted for incor- 
poration in the Union, while 33,500 op- 
posed it and 56,000 could not be located. 
The validity of this poll is questioned 
not only by India, Russia and other 
states in the U.N., but in the Union 
itself. Opposition parties challenge the 
Government's statement that the tribal 
chiefs’ decision obligated the entire tribe. 
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PREMIER SMUTS 
May shape U. N. territorial stand 


A minority report has been turned in 
by the Hereros, a warrior tribe whose 
bitter resistance to the German colonial 
methods in 1904 reduced their numbers 
from 100,000 to 20,000. Now numbering 
about 30,000, the tribesmen supported 
a spokesman who declared: “We don't 
live as other people under the British 
flag.” They oppose annexation. 

@ The issues involved in the South 
African case narrow to these: 

Discrimination against the native pop- 
ulation, a charge brought by India and 
reinforced by Russia, Venezuela and 
Cuba, Smuts denies. He says that natives 
flocked to the Union in such numbers 
that their immigration had to be barred. 

Obligation to submit former League 
mandates to the authority of the U.N., 
Smuts refuses to acknowledge. Byloe- 
russias delegate argued that the U.N. 
Charter requires submission of a trustee- 
ship agreement for such territories. 
Smuts read a clause from the Charter: 
“It will be a matter for subsequent agree- 
ment as to which territories in the fore- 
going categories will be brought under 
the trusteeship system and upon what 
terms.” The U.S. looks to the same 
clause to enable her to hold the Pacific 
islands at least until security forces of 
the U. N. are ready to take over. 

Politics, both international and do- 
mestic, are involved in the South-West 
Africa case. Britain alone supported the 
South Africans, although British officials 
are known to have opposed annexation 
in private discussions at London last Jan- 
uary. Smuts, whose party has lost war- 
time supporters to the opposition, faces 
general elections sometime in 1948. He 
would welcome the support of South- 
West African delegates in the Union 
Parliament. 

The U.S. delegate, John Foster 
Dulles, said the data submitted “does 
not justify” approval of annexation. 
Finally, the U.S. proposal that decision 
on the case be deferred at least a year 
was accepted by a U.N. subcommittee. 
@ Delay leaves South Africa in posses- 
sion of South-West Africa, but does nut 
provide for annexation. The outcome of 
the U.S. proposals on the Pacific islands 
may follow the same pattern, leaving the 
U.S. in possession, whether or not the 
U. N. approves. 
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BRITAIN REORGANIZING INDUSTRY 
TO INCREASE OUTPUT OF LABOR 


Unions, management and Government 
fight man-power shortage with plans 
to improve efficiency of workers 


Reported from LONDON 
and WASHINGTON 


The planned use of man power is 
bringing about the reorganization of the 
greater part of British industry. 

A movement of workers into in- 
dustries manufacturing for export is being 
encouraged. Exports must be raised to 75 
per cent above 1938 levels if Great 
Britain is to attain even her prewar 
standards of living. 

This shift of personnel, still in- 
adequate, leaves labor shortages in other 
fields of production. Britain must increase 
the efficiency of her workers. To this end, 
labor, management and Government are 
charting a broad reformation of industry. 

Antiquated factories are to be closed 

down so that workers can produce more 
in fewer but better plants. Industrial 
research is to be intensified; industrial 
education is to reach down to the pri- 
mary schools; workers are to travel 
abroad to study their markets and their 
competitors. 
@ Responsibility for improving worker 
efficiency is being shared. About 20 per 
cent of British industry is or will be 
nationalized. The rest remains under pri- 
vate ownership. 

The Government is trying to raise pro- 
duction in the industries for which it is 
now responsible. Food and consumer 
goods are going into mining areas in 
increasing quantities to provide an in- 
centive for work in this nationalized 
industry, stricken by absenteeism and a 
shortage of miners. 

Coal production still is 100,000 tons 
a week below minimum requirements. 
Coal will not regain its place among 
Britain’s major exports for years to come. 
Steel output also is below export aims, 
a problem for which the Government is 
to assume responsibility if it carries 
through its plan for nationalizing that 
industry. To get most of the exports 
needed, the Labor Government is look- 
ing to increased production in private 
industry. 
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Labor-management committees, under 
independent chairmen, for a year have 
been delving into the problems of private 
industry. Exhaustive reports on the cot- 
ton, pottery, hosiery, furniture and shoe 
industries already have been made to 
the Government. Reports on ten other 
industries of equal importance to Great 
Britain's economy are soon to be com- 
pleted. 

Recommendations made by these com- 
mittees are of such character as to con- 
stitute blueprints for a thorough reorgan- 
ization of the industries involved. Dele- 
gates work with full authority from trade 
unions, employers associations and Gov- 
ernment. : 

Out of such developments in national- 
ized and private industry, plans to in- 
crease British production are taking 
shape. They follow this pattern: 

@ More workers, in sufficient quantities 

to eliminate shortages throughout indus- 
try, are not available. Britain’s armed 
forces are to stand at 1,250,000, almost 
three times the prewar strength, although 
industry is to be consulted about what 
men are to go into the Army under the 
new plan for compulsory service. The 
minimum age for leaving school is to be 
raised next April from 14 to 15, thus 
keeping 350,000 workers out of industry 
for a year. Older men and married women 
in increasing numbers are quitting jobs 
taken during the war. But plans to ex- 
pand the labor force as much as possible 
are now in operation. 

“Re-employ” factories are operating 
under a nonprofit corporation to get dis- 
abled veterans into production lines. 
Five factories already are producing such 
things as cardboard boxes for export 
goods, and within a year 43 more plants 
of this type are to be established. 

Vocational schools, operated by the 
Government, number 65, and are teach- 
ing trades to 60,000 veterans a year. 
Private industry is operating hundreds 


of similar schools in which veterans earn 
as they learn. 

Day nurseries are being establishc« 
in factories to attract women back to 
work by providing care for their children. 

Factory-to-worker movements, to reach 
new pools of industrial workers created by 
wartime mobilization of man power are 
encouraged. Government munitions plants 
are being sold or leased to private 
industry in the six “depressed areas,” 
now called development areas, like 
South Wales and West Cumberland, 
where unemployment hit hard between 
the wars. 

Additional labor acquired by such 

schemes will help, but will not solve. 
Britain’s production problem. A postwar 
increase of 45 per cent in the number of 
workers engaged in manutacturing ex- 
ports has produced only a 17 per cent 
gain in volume of production. 
@ Increased efficiency alone can plug 
the gap. This is reiterated in all reports 
dealing with industry's problems, Pro- 
posals fall into two categories: 

Modernization of industry is consid- 
ered vital if British exports are to meet 
world competition at world prices. The 
labor-management committee for the 
hosiery industry reported that 45 per 
cent of its factories were “unsuitable.” 
One owner told the committee his factory 
was “more than 100 years old and does 
not lend itself to reorganization.” 

The cotton committee proposes a 
drastic reorganization of that industry, 
which would need 640,000 workers to 
operate at capacity and can hope for 
only 425,000. Under a three-year pro- 
gram, the industry is to close down some 
mills, while increasing production in 
others through re-equipment. The cost, 
including new schools, research and 
market surveys, is estimated at $268.,- 
000,000. Industry is to meet part of this 
cost with price increases; the Government 
is to finance the rest. 

Barriers to speedy modernization of 
plant equipment are acknowledged. The 
British subsidiary of an American com- 
pany supplying about 85 per cent of 
Britain’s shoe machinery was asked to 
abolish the system of leasing essential 
machinery only to those plants which pur- 
chase other equipment from the same 
company. The cotton report asks Govern- 
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ment help in getting modern machinery 
from Germany and Japan in reparations. 

Incentives for labor to produce are 
advocated in all reports. Pottery manufac- 
turers are urged to abandon their “patri- 
archal system” and “to take the workers 
fully and formally into partnership on 
matters affecting their welfare.” The shoe 
industry is to set up a special fund to fi- 
nance travel for top workers to other 
shoe-manufacturing nations and to areas 
which “Buy British.” 

Wages and hours are not specified in 

committee reports, but are left to labor 
and management talks. All reports, how- 
ever, suggest higher pay. As to hours, the 
trade unions, though eager to to get back 
to the 40-hour week in all industries, were 
disappointed in the King’s recent speech 
to Parliament, outlining the Labor Gov- 
ernment’s program. The London Times 
noted a “firm omission” of any reference 
to shorter hours for labor, but the case for 
a shorter week remains strong despite the 
man-power shortage. 
@ U.S. practices are being studied 
closely by the committees exploring Brit- 
ain’s industry. Several subcommittees 
toured the U. S. Investigators in the shoe 
industry, for instance, found that larger 
‘actories, less paper work, and careful 
attention to elimination of unnecessary 
motions by machine operators enable the 
U.S. industry to produce at an annual 
rate of 1,563 pairs per employe. This is 
‘n contrast to the British figure of 936 
airs. Mosiery factories in the U.S. get 
better results with one semiskilled worker 
for 25 machines than do similar British 
slants using one skilled worker for 12 
machines. 

Before the war, U.S. production of 
consumer goods per individual employed 
was 84 per cent higher than in Britain. 
U.S. output of capital goods per worker 
was 140 per cent higher than Britain's. 
There is little indication that the ratios 
have changed. Edwin J. Drechsel, staff 
correspondent of World Report, radios 
from London: 

“By American standards, practically 

all British workers are on a_ go-slow 
schedule. Construction workers arrive at 
the builder’s yard at 8 a.m. to gather 
tools, reach the job and start work about 
9 a.m. Around 10:30 everybody quits 
for a 30-minute tea. In mid-afternoon, 
after lunch hour, the tea episode is 
renewed. Workers quit in time to emerge 
from the builder’s yard dressed for home 
on the dot of 5 p.m. Such practices run 
through industry.” 
@ Britain’s chances of meeting her obli- 
gations abroad and getting back to pre- 
war living at home are pegged to her 
ability to increase the productive capacity 
of a reduced labor force. Government, 
labor and management all are aware of 
the need. The outcome depends to a 
large extent on the scope of industrial 
reorganization and labor’s willingness to 
work through the next few years. 
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HONG KONG SETS PACE IN FAR EAST. 
IN MAKING ECONOMIC COMEBACK 


Revival ot British colony speeded built Hong Kong from a tiny fishing vil- 





by investments of wealthy Chinese 
seeking refuge for their capital 


Reported from HONG KONG 
and WASHINGTON 


Hong Kong, the colony on the 
China coast governed by British admin- 
istrators and backed by London’s finan- 
cial strength, is outstripping all the Far 
East in her economic revival. 

The island metropolis is being put 
back so firmly on her feet as a thriving 
commercial center and free port that 
capital and immigrants are fleeing there 
from China’s disorder. Population has al- 
most tripled since the end of the war, 
and wealthy Chinese are sending mil- 
lions of dollars to Hong Kong for refuge. 

Though conditions still are far from 
normal, relative stability has been re- 
stored compared to the civil strife and 
economic chaos in the rest of China. The 
spiral of inflation has been halted, cur- 
rency has been stabilized at prewar rates 
and trade has soared to double the 1939 
value. 


Behind the Hong Kong boom lies a 





—Acme 


REAR ADMIRAL HARCOURT 
Former Military Governor of the British crown colony and his successor 
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determined effort by Britain, in the face 
of Chinese nationalism, to retain control 
over the last of her imperial possessions 
in China. Rehabilitation aids, food sub- 
sidies and administrative funds are being 
put into the colony from other parts of 
the Empire. 

Hong Kong's value as a base for naval 
power has been shown by Japan's easy 
conquest in 1941 to be far less important 
than her value as a base for economic 
activity. Britain now seeks to make the 
colony again, as it was for a century be- 
fore the war, one of the Western World's 
most profitable trading posts on the 
fringe of the Orient. 

@ Commerce is the life blood of Hong 
Kong. A large part of the world’s trade 
with China and Southeast Asia and much 
intra-Asian trade flows through the coastal 
colony. The profits of distributive, trans- 
shipping and banking operations have 


—British Official 


SIR MARK YOUNG 


lage and pirates’ hideout to a bustling 
community of 1,600,000. Re-exports nor- 
mally make up two thirds of Hong Kong’s 
imports and nine tenths of her exports. 

A year ago, commerce was at a stand- 


still, following the Japanese surrender, — 


Today, the volume of trade still is below 
prewar levels. But, with prices up, the 
dollar value of imports in September 
reached $28,000,000, compared with a 
monthly average of $14,000,000 in 1939. 
Exports in September were $25,000,000 
as against $12,000,000 monthly in 1939, 

At the prewar rate of return, trading 
companies in the colony, which are most- 
ly owned by Europeans and Americans, 
are estimated to be making profits in ex- 
cess of $2,500,000 a month on this com- 
merce, or double their prewar earnings. 
@ Inflation has been curbed by heavy 
imports, currency measures, price con- 
trol and rationing. 

Price ceilings are maintained on more 
than 300 commodities, including all es- 
sential items affecting the cost of living. 
Courts have been given authority to close 
the shops of violators for one to six 
months. 

Though prices still are high, the Gov- 
ernment has succeeded since V-J Day in 
bringing the cost-of-living index down 
from 10 times to less than 4 times the 
prewar level, whereas the cost of living 
in Shanghai, now more than 5,000 times 
prewar, is still rising. 

Rationing of rice, flour, butter, peanut 
oil, milk and textiles assures basic essen- 
tials to 1,000,000 residents of the colony. 
When free immigration of Chinese under 
Britain’s treaty with China began to com- 
plicate Hong Kong’s food problem last 
spring, the Government began denying 
ration cards to new arrivals. But more 
than 600,000 additional Chinese have en- 
tered the city despite this, for, even on 
the black market, food is cheaper and 
more easily obtained than in China 
proper. 

Subsidies of $300,000 a month, f- 
nanced by the British Government, are 
helping to supply Hong Kong’s dinner 
tables. 

During the first quarter of this year, 
Hong Kong, with 1,000,000 inhabitants, 
received a rice allocation almost equal to 
that of famine-ridden China, which nor- 
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HONG KONG AFTER ITS REOCCUPATION BY BRITISH FORCES 








—British Official 


The island metropolis is becoming one of the Western world’s most profitable trading posts in the Orient 


mally depends on rice imports to meet the 
needs of 4,000,000 of her people. 

Currency controls are being used ef- 
fectively to manage the internal supply 
of money as well as external trade. Re- 
vival of trade is enabling Hong Kong to 
meet one third of her governmental ex- 
penditures out of current tax revenue, 
while China's taxes are covering only one 
sixth of her budget. 

Deficits, that China must meet by in- 
flationary printing of paper money, are 
being met in Hong Kong by the London 
Government until loans can be floated un- 
der favorable conditions. 

As a result, Britain has been able to 
maintain the colony's official rate of ex- 
change at the pre-Pearl Harbor level of 
4 Hong Kong dollars to 1 U.S. dollar, 
and the rate on the black market since 
last summer has been kept in hand at a 
level only 10 to 20 per cent above the 
official figure. In China, by comparison, 
the official rate has soared from 20 to 
3,350 to 1 U.S. dollar, while the black 
market rate is up to 5,000 to 1. 

@ Economic difficulties and many ad- 
ministrative problems still confront Hong 
Kong's Government, however, in its ef- 
forts to restore normal conditions in the 
crown colony. 

Housing is inadequate and thousands 
sleep in the streets. Rent ceilings are 
evaded widely by “key money” charges 
of as much as $10,000 to new tenants. 
Shortages of building materials are block- 
ing home construction, and officials be- 
lieve it will take at least three years to 
meet present housing needs. 


Smuggling is widespread. Food, tex- 
tiles and other goods, which are badly 
needed in Hong Kong, are being lost to 
the higher-priced markets on the main- 
land through evasion of export controls. 

Local industry in Hong Kong, ham- 
pered by shortages of fuel, power and 
raw materials, is lagging far behind in re- 
covery. Though shortages of skilled labor 
have been remedied by immigration, pro- 
duction is just beginning to get under way 
in tin and sugar-refining plants and in ce- 
ment, textile, chemical and shoe factories. 
@ The flight of Chinese capital to refuge 
in Hong Kong, stimulated by growing 
civil war in China, is reaching large pro- 
portions. 

Wealthy Chinese on the mainland are 
safeguarding their funds by depositing 
them in Hong Kong banks or investing 
them in real estate in Hong Kong. Shang- 
hai merchants are contributing to the 
boom in Hong Kong's trade by routing 
their imports through the British .colony 
and warehousing their inventories and 
banking their profits in safety there. 

Migration of industries from Shanghai 
to Hong Kong, however, is being dis- 
couraged by the British authorities, who 
do not want to increase the hostility of 
China’s Nationalist Government. Under 
Chinese pressure, the British are prohib- 
iting the export from Hong Kong to 
China of locally made textiles that com- 
pete with Chinese production. 

@ Political pressure for the return of 
Hong Kong to China is feared by British 
administrators who recall the riots, strikes 
and boycotts that paralyzed the colony 


during the Chinese National Revolution in 
the early 1920s. 

To counter anti-British feeling among 
Hong Kong's Chinese, who comprise 96 
per cent of the population but have no 
voice in the Government, Britain’s Labor 
Cabinet is attempting to reduce racial 
discrimination in the colony. The ex- 
clusive “Peak,” a residential area re- 
stricted to non-Chinese before the war, 
has been opened to all comers. Plans also 
have been announced for a new constitu- 
tion to provide Hong Kong with her first 
elected legislature. 

At present, all power lies in the hands 
of the British Governor, Sir Mark Young, 
who took over last May from the military 
administration established after V-J] Day 
by Rear Admiral Cecil H. J. Harcourt. 

In contrast with the continued public 
agitation in China proper for the return of 
Hong Kong, Chinese within the colony 
are not very vocal now. Hong Kong has 
had only one minor anti-British demon- 
stration since the reoccupation. Certain- 
ly, the 1,000,000 Chinese who have left 
Nationalist China since V-J Day to live in 
Hong Kong are not anxious to change 
rulers again immediately. | 

But the return of stability in China 
could revive quickly the nationalism of 
the Hong Kong Chinese. British officials 
realize that sooner or later they will be 
under new pressures to leave. They be- 
lieve, however, that the ccntinuing high 
level of prosperity in Hong Kong will 
make the day of British withdrawal 
later, rather than sooner, and by several 
decades. 
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PREFABRICATED HOUSING HEADED 
FOR PEAK OPERATIONS NEXT YEAR 


Bottlenecks delaying production 
are being overcome, but industry still 
can’t provide all the dwellings needed 


Reported from LONDON, PARIS, 
STOCKHOLM and WASHINGTON 


A world boom in the prefabri- 
cated housing industry is predicted for 
1947, with production in many countries 
going into high gear for the first time. 

The boom will enable thousands 
of house hunters to buy or rent a pre- 
fabricated house, but it will not by itself 
solve the world’s housing shortage. 

Britain, the Ukraine and six countries 
of Europe indicate the battered Conti- 
nent’s needs. In these areas the war de- 
stroyed 4,500,000 homes. 

Postponement of building elsewhere, 
including the U.S., has added to the 
world crisis, and everywhere it has be- 
come clear that traditional methods of 
building alone cannot meet the demand. 
Industrial countries, as a consequence, 
give high priority to manufactured homes 
in their reconversion schedules or plans 
for reconstruction next year. 

Production of such housing so far gen- 
erally has fallen short of targets, because 
of shortages of men and materials and the 
need to retool plants. Pipe lines are fill- 
ing, however, and many factories will be 
ready by January 1. Predictions based on 
these factors are that 1947 will see a 
boom in prefabricated housing that will 
last several years. 

Here is the outlook in countries where 

prefabricating is important: 
@ Britain expects to build between 160,- 
000 and 200,000 prefabricated houses in 
1947. This would mean a big gain over 
1946 output, because this year’s construc- 
tion is far behind schedule for ali types 
of houses. Price remains a drawback, but 
costs are due to come down as produc- 
tion goes up. 

Britain’s program centers around 10 
types of houses, built with a minimum of 
scarce materials and skilled labor. The 
British also try to put up houses near the 
factory where they are made to cut trans- 
portation time and costs. 

These are Britain’s basic methods of 
prefabrication: 
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Aluminum houses, with an inner wall 
of foamed concrete, come from five of the 
big aircraft companies, Built from obso- 
lete and scrap planes, 54,000 of these will 
be completed by next summer. By then, 
the present price of $5,360 will drop to 
around $4,000. Constructed in four sec- 
tions, in which all fittings are factory in- 
stalled, the two-bedroom houses go up in 
less than half a day. 

Concrete slabs distinguish the Airey 
house, one that is designed to be per- 
manent. This type is adapted to rural 
areas, because its slabs are simple to 
handle. They weigh 36 pounds and can 
be put together by workmen without spe- 
cial training or equipment. Glass fiber 
goes between the outer wall and an inner 
wall of fiber board for insulation. Cost is 
about $5,000. 

Steel frames are used in several types, 
all of which are finished with prefabri- 
cated units of concrete or clay. The Brit- 
ish Steel Federation has orders for 35,000 
of these and will expand later. Adapted 
to cities, the steel types can be erected 
several at a time from overhead runways. 
They also cost around $5,000. . 

British prefabricated, in addition to be- 
ing spread over 10 basic types, is capable 
of further variation by attaching gables 
or by changing the position of-doors and 
windows. Special techniques of construc- 
tion often give advantage. These include 
staircases ready to install within minutes, 
electric heating for bedrooms and roofs 
that go up quickly so that weather will 
not interfere with workers. ) 

@ France still stands at the threshold 
of mass prefabrication, and, with 1,000,- 
000 houses destroyed during the war, has 
resorted to temporary méasures. 

Wooden huts, made at the rate of 
1,000 a day, are one answer. Others are 
imported barracks and repairs, but the 
French have not yet got around the cost 
of prefabrication or the entrenched meth- 
ods of traditional building. 


Nevertheless, Frenchmen are eager to 
take a leading part in world architecture 
again and to contribute to the reconstruc- 
tion of Europe. To this end, Paris held an 
exposition of modern techniques in hous- 
ing last July, and plans another next sum- 
mer, 

Samples of 25 types of houses prefab- 
ricated in the U. S. were left in Paris after 
last summer's exposition. Now they are 
occupied by railway workers of a badly 
bombed suburb. Thus the French seek to 
keep interest alive until the progress of 
reconstruction permits prefabricating on 
a full scale. 

@ Russia already has produced 300,000 
to 400,000 prefabricated houses, 

Gypsum, derived from earth and suit- 
able for wall board, is widely used in the 
Ukraine, where trees are scarce and 
2,000,000 houses were destroyed in the 
war. To aid production, the United Na- 
tions Relief and Rehabilitation Adminis- 
tration shipped several plants for making 
gypsum to the Ukraine. 

Wooden houses, coming from 21 fac- 
tories, serve to replace entire villages ix. 
the war zones of Russia. 

Design for multiple units of prefabri- 
cated houses gets special attention from 
top architects of the Soviet Union. Th> 
Government program is designed to as- 
sure rebuilt Russia of variety as well as 
practicality in its prefabricated houses. 

@ Sweden now prefabricates 40 p-r 
cent of its one-family homes, a percen‘- 
age that is steadily increasing. 

In Stockholm a unique system for 
building results in 800 houses each vear. 
Families get land and material from the 
city and put up their own houses durin 
the summer months. In the autumn thev 
move into a _ two-story, two-bedroom 
house with a cellar and heating facilities. 
The cost is $5,000. The families who 
build pay $500 down and the rest in 30 
years, 

Exports of building materials during 
the first third of 1946 were valued at 
$7,900,000. Prefabricated houses made 
up a large part of the total. 

Emergency shipments of prefabricated 
houses have gone from Sweden to sev- 
eral countries since the war ended. Thev 
included 600 houses to rebuild two vil- 
lages in Normandy, 1,000 houses for the 
Danish island of Bornholm, 500 houses 











for Norway and 300 hospital barracks for 
the Netherlands. 

Finland, more than half covered with 
productive forests, will expand prefabri- 
cated factories when more coal and ma- 
chinery are available. Export accounts 
for most of the output of prefabricated 
houses for two reasons. Lumber is the 
country's best source of credit abroad, 
and Finns in general prefer to build their 
own houses in the traditional manner. 

Russia is Finland’s biggest customer 
and has taken 6,500 of the Finnish 
houses this year. Exports to Britain are 
next in importance. 

Holland has made this year 7,700 
houses with walls of pressed straw. These 
cost $1,500 and have four rooms. New 


machinery from Sweden will permit wide | 


expansion in production of straw fiber- 
board in 1947, 


SWEDEN 


FRANCE 
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—French Press & Information 


Czechoslovakia’s prefabricating indus- 
try centers in the city of Beraun, near 
Prague. There three factories, two na- 
tionally and one privately owned, make 
small but complete houses at the rate of 
120 a month. Asbestos cement is used 
for insulation. The cost is $1,000. 

During the summer, Czechoslovakia 
announced plans to export 25,000 pre- 
fabricated houses to Britain over a five- 
year period, production to be financed in 
part by British credits. 

Switzerland is making prefabricated 
chalets of two-story design to sell within 
the country for $1,000, and is sending 
limited quantities of prefabricated houses 
to France and other countries as gifts to 
war victims. 

@ U.S. builders plan to produce 600,- 
000 prefabricated houses in 1947. Need 
for an early start in mass production is 





Combine 


—British 


ees 


shown by the 1946 record. The goal for 
this year was 250,000, but less than a 
fourth of that number were made. Pre- 
fabricated houses made of aluminum, 
concrete and porcelain-enameled steel are 
planned by some producers in the United 
States. 

Hundreds of thousands of houses, pre- 
fabricated from new materials in plants 
once used for war production, will ease 
the world’s housing shortage in the com- 
ing years. They will be houses that are 
especially suited to town planning, quick 
to put up and efficient to live in. 

Prefabricated housing will neither solve 
the shortage by itself nor replace the 
traditionally built house. Factory-built 
housing, however, is certain to have an 
important place in 1947's progress toward 
reducing the world-wide scarcity of dwell- 
ing space. 





—Wide World 


BELGIUM 


—Acm 


GREAT BRITAIN 


Factory-built houses should play an important part in alleviating the world-wide scarcity of dwellings 
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CHINA 
$535,000,000 


POLAND 
$474,000,000 


YUGOSLAVIA 
$429,500,000 





ITALY 
$425,000,000 
GREECE 
$358,000,000 
CZECHOSLAVAKIA | 

inserter nats | DODECANESE 


UKRAINE SSR ISLANDS 
$189,000,000 $3,600,000 


FINLAND 
$2,300,000 


AUSTRIA 
$117,300,000 


KOREA 
$833,000 + 


BYELORUSSIA 
$61,000,000 


ETHIOPIA 
$700,000 


ALBANIA 
$28,500,000 


SAN MARINO 
$30,000 


THE PHILIPPINES 
$6,000,000 + 





HUNGARY 
$3.333,000 


| SPECIAL PROJECTS 
2 $41,331,000 


TT 


i" 


| | 





HOW UNRRA AIDED WORLD 


The United Nations Relief and Rehabilita- 
tion Administration is winding up its $4,000,- 
000,000 business in international charities. 
Formally, the program closes New Year’s Day 
in Europe and March 31, 1947, in Asia. Be- 
cause of shipping delays and other interrup- 
tions, assistance will continue for Europe into 
the spring, and to Asia through most of next 
year. But to all practical purposes, UNRRA is 
over. Most countries know the things they 
can expect from the balance of the program. 


The Worldgraph shows how UNRRA dol- 
lars were spread among the 17 countries it 
aided. It is possible now to examine the pro- 
gram and see what it has meant to the world: 

From start to finish, UNRRA spent $1,130,- 
481.000 for food, its biggest program. Re- 
habilitation was next $1,089,079,000. About a 
third of that amount went for agriculture and 
the balance to revive industry. UNRRA has 
$136,000,000 unclassified. When this is worked 


into the program, the agency closes down. 


—Copyright, 1946, by World Report (Photo from UNRRA) 








_>- 
-_— 
mono siale 
GA emma 











STRA 
TEGY OF THE PACIFIC 


: Wold Politics 
AND THE FAR EAST 


















a 


Sv, 
— i 
>. in gE 290~-ge 
— OES 2a ye 
sf =, 
a . a a a a 







26 ¢« WORLD REPORT 


he — - 
ee, ™ — = 
ON Nl 
mm  SBSs. lee 7 a — 


go ore 
ogy 
aa lle dl 

fl lg 

i 


~~ 
<A dle ™~, 
: ee 
i | 
Lalli. il. 
. i. gr: 
aaa Waa, Va a 
fae Cale PLS a a 
Peele. Le OO LO 
al 
: en Ll : 
ee 

NS 
































ee 











(At th 
. e present ti 
‘ thems Far East bay Fen Pacific during th 
‘ iportance - second ring the w 
5 with th strategically com ny lent to thes and since ha 
» A R e Europea pared Chi efend. s 5 spared no 
4 merican n, Atlanti hina as ; : upport and on aco 
" oa areas. Japa c or ti a stable and develo . urse of n 
2 ated and n has be ion. The U and pro p might on-co-operati 
¢ tions lack most other Pa 6 nde- —_ of the U. -N., largely at Apt na- Ame ‘say result in a re poe which 
> ose ack military pow cific na- 2 _§., has given Chi e insistence th rican _responsibili consideration of 80 
,} erely fro er, or suff ne of the fi n China a st: them. 1 ilities ar 
4 W m the rava er Pees ve great status as concernin 
2 ar Il. ges of World ganization. But powers in that o But strategi . “g 
P) (Around the Pacifi forts of the U 5 o far neither the f half of the ae in thi > 
2 are nations and cific, nevertheless succeeded in phat the U.N. Bee ; entirely on a oe S Cammy be Baris is * @in 
¢ a pg a ee ee aes 9 fag ns the 450 Arcrgpeeeg hte Not sre he 
; ar or—wi : e da ] ciou d ae mmedi: ove , > hi ~ ‘ 
‘ with th : y lead t ed with iate fut : r 400,00 inese, th pr 
Y become eir rich r Oo She wij uncertai ure is b 000,000 , there ar 
: " esou e will alw: ainty and rown r: , of the e Tl 
if (I potential priz rces— alwavs bulk nd doubt races. in yellow d 
‘ n this di . es of war egy of the F: . large i ° penden ae varying d an 
¢ f iscussion of t e Far East, b n the strat- ndence, in Indi egrees of d - 
2 Ww cific and ategy : er import: many ye e Hast Indie a, Mala co 
c ORLD RE the Fa lv in th portance will li ars milli s. These ya and 
y) op opens PORT r East e probl ill lie I: ons hav underde _ 
, sibilitie anal ? than i ems she arge- th e alwa veloped 
r! s that mi yzes the po n in the stabilizi presents e strategi ys bulked | Al 
‘ war in ight lead s- _—erts i abilizing i , rather __ if gic pattern arge in 
?) : that a to anoth S In one - influenc if onl of the ou 
> — ames = provides s ran world. of the critical ee ra more 1 ee for Bt Phage E: 
’ of the cou oritative e tend ed” nati the . 
r sou ed. B ions nc 
) take.) ne he pect aiaie GRO of these pot —aong- id neds 2s con- th 
: ght WTH OF U.S. P 5 ee ee pressure JF 
; ° . en . i 
¢ HE PRESEN Before OWER War, and ji um during and merear 
, h NT strategi : the war th . is rec . since th né 
< poy e Pacific and ting situation in mvolved in the st o U.S. was viel with, not only i ognized and reck the 
| themes from what it w mr is greatly aka ieaipillie. of of the Pacific, ~ cline lonial’ U.N. Charter ree 
j . central f.: ras 10 vea ective c of exercisi : e res al pow u 
> ‘ ; years a control ercisin esults of thi ers CO 
‘ defeat of J act in this chi 5 ago. U.S ol west of g ef. cl of this m ncerned : 
») apan. ange is th .S. had he: of Hawaii early fo ovement ; . 
4 B e “Bs : avy r Beas ii. Th reseen : canno 
) as efore the war Jap: Philippines, a 6 Sarna saagpac in “es doubtedly a San but it will be t be w 
> a power of the iri was the domi a and Been: policy prcalle sce Hace in Pte of increasing un- «x 
) ious, and bee , aggressiv - and-Manchuri nsive interests i : ems of olitico- a im- | 
‘ unprinci ve, am- nchuria. but i sts in Chin: the fut strategic as 
> pointed lead cipled, th to su , but it lack ina O ure. prob- 
E ader of th , the self-ap- i pport the ed the n the oth V 
>) peo e yell p i . m. Th power er ha 
2 ete champion a Seng cane 2 mh a of i. — are written or conte eo developments : 
. : was a for th »o-, h ' . suprem e so e : 
¢ nation to be f oe only non-whi e as the first owever, has now scientific acy of mechani nhanced | 
? afiiterived. 1 ully industrialized es parently h . world power “aor that the sesh pe RL ay 6-05 nized and “ 
‘ pan was f ategic sens ationis pped the f p- the f ndent pe rs 
>; % ormerly ; se, where m. At th etters of i : oreseeabl people ca . 0 
1 a ie : e . 1SO- . nn 
») next most i ' -important i S occupati r Kast e Pacifi fi 
sf cerns Russi important ch the U island ba pation of While ; c and the 
( ssia and ange con- .S. exerci ses and ; hile it i h 
f with Russian se predon cgg ths rac nhs bale a Tas is too soon to makea definite (I t 
ussian gai : 10N. Com siatic mai acific Ni : implicati 1té 
a : gains pared ’ ainland up to th n this ps ions of t! 
») growth ir in the W Briti , e pa part of th of the 
4 1 the Far E , est, Soviet itish presti rent that e world, it i n 
¢ a ene with o — modest ~ Far East a, capabilities in rng orsec organization ae ob, ‘ 0 
ern Sakhali urile Isl : mic, ha ; military e milit em, and th be e 
y} of K alin, Port A slands ve suffered and ec itary fore € provist 
4 orea ° 4 > rthur , withstandi re exten ° O- Securit es and f ae $10n of 
?, rights i in its control and part K ing the sively. Not- di ity Council acilities for th am 
yf Sg ts in Manchuri: Ol, plus speci: ong and Sing: recovery of H irectly co are both matt e ! 
¢ with C aaigee and cl ial pation i ngapore, Briti ong U ncern the Paci ers which =~ : 
4 sia s positi 7 ic North Chi Ons lay if i e vital area , preoccu- can i eveloped t ntil the ,. 
j ; on in th ina, Rus- , if it does reas will lon insure O a point C 
‘ is far stro at part of th s- _ recoveri not entirel gde- Pacifi peace and it where it 
»; is the domi er before. erly held i rtant positi old the : P can be-e e ‘ji 
é eo For Ket ee i. a or tee eae of an Rae eee ee ae ened © 
er 1 ing naval Th ar vel the U woe 
‘ power d val stre e newl oped, N. 2 
2 Western P gg not extend i ngth, the Phili ly granted inde teen the U. S.—to th has so de- 4 ; 
2 China ns c. into the to be ippines will tn: ane of pect pegs do likewi e extent which ee I 
Ee , onc ‘ ; an i e 1se— ty 
¢ is in the — pores yellow giant since in a oat as Avg ot to ais ee these ileal a be ex- 9” 
5 slowly and wi coming to lif , they will an and economi actor, Securi orces operati available : 
ith e, b rema omic ty Counci ting 4 
‘ great labor. Th » but On the oth in as a ward of th sense In a mac. under the ~ | 
ilipinos may ‘straps eros 8 hese emisphere, like t " Pacific-Far 3 
embarked Austr Ng be divided i e world " 
ustrali e€ into f at § 
a and th our i &§ 
e & 
west coast of Be sees e | 
erica ) 


; | 


, os 
bh ; 








south of the Equator are “secure” 
areas, lying as they do for the present 
out: de the path of the world struggle. 
Southeast Asia, India, and the East 
Indies are disturbed areas, fertile field 
for trouble from within and tempting 
prize for encroachment from without. 
The danger area is primarily Manchuria 
and North China, where Russia is in 
contact with a divided and weak China 
-—and to a less degree Korea and the 
Aleutians where Russia touches the 
outlying interests of the United States. 
Eastern Russia and Western America 
north of the Equator are the lands of 
the great powers bordering the Pacific. 
For a long time to come they will domi- 
nate the strategy of that area. 


HOW WAR COULD COME 


The U. S. will not start an aggressive 
war in the Pacific or elsewhere. A major 
conflict in the Pacific would come either 
as part of a world war originating in the 
West, or as a result of Russian aggres- 
sive expansion in the critical area of 
Manchuria, North China, and Korea. In 
either case it would seem probable that 
Russian effort in the East would be sub- 
ordinate to her plans and undertakings 
in the West. Far Eastern Russia is far 
from the center of gravity of the nation. 
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Many years of successful Russian ac- 
complishment will have to pass before 
the Far East becomes the center of 
major effort of conquest and expansion 
on the part of Russia. 

On the other hand, if Russia were 
uniformly successful in other areas, the 
picture of a rich Manchuria to be had 
for the taking, with only a weak and dis- 
organized China behind it, might tempt 
the Soviet to try its fortunes there and 
in doing so to test out the true extent 
of Western interest in that area. Thus 
there seem to be two possibilities, a 
limited or exploratory war over Man- 
churia and North China which con- 
ceivably might come about in the not 
distant future, and a full-scale conflict 
as part of a world-wide war, which is 

improbable for many years to come. 
| Russia’s present capabilities in the 


| Far East are extensive but not without 


definite limits. The Soviet undoubtedly 








3 could overrun Manchuria, and occupy 
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| The Area Is of Secondary Importance Now, 
} But Big-Power Conflict Is Possible Later 


and Sovietize that great and rich area, 
plus those parts of North China con- 
sidered to be worth while. Such action 
would of course involve Russia’s break- 
ing with the U.N. and her former 
allies. But the U. N.—even if fully sup- 
ported by U.S. forces—could not suc- 
cessfully oppose a serious Russian effort 
in that area. It is doubtful whether a 
Russian military advance in Manchuria 
and North China would of itself be 
taken by the Western powers as justi- 
fying immediate and all-out war against 
Russia. It would, however, be the 
signal for the Western powers to accept 
such a struggle as inevitable and pre- 
pare for it. 

Russia's capabilities in the Far East 
and the Pacific in a hypothetical major 
war of the more distant future are im- 
portant and interesting fields for specu- 
lation. The Soviets could extend their 
hegemony over most of China, but ex- 
cept for the coastal areas, the return 
for such an extensive effort would prob- 
ably not justify the cost. With control 
of the coastal seas, and extensive air 
power, Russia could seize and hold an 
unarmed and undefended Japan. Russia 
could also probably gain positions in the 
Aleutians and thence threaten and even 
invade Alaska. But to do more than 
this, Russia would require sea and air 
power comparable to that which the 
U.S. could bring to bear. Unless the 
U. S. forgets its bitter and costly lessons 
of disarming and abandons the island 
bases it now holds it would seem 
doubtful that Russia would ever be able 
to dominate the Western Pacific, much 
less be able to cross the Pacific in a 
direct attack on the U.S., whether via 
Hawaii or Alaska. 

It is highly improbable that Russia 
with its limited and widely separated 
sea frontiers can ever build or maintain 
a first-class Navy, particularly in the 
Pacific. There is one long-range possi- 
bility, however, which must be seriously 
considered. It has been said that Russia 
could readily overrun a disarmed and 
undefended Japan. If this happened 
and the U.S. allowed the Soviets to 
develop the industrial and military man 
power of Japan, for their own purposes, 
they could then seriously threaten U. S. 
control of the Pacific. 
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The U. S. looks at the strategy of the 
Pacific and Far East primarily from a 
defensive point of view. The growth of 
Russian power in the Far East will not 
be more rapid than was that of Japan, 
and the U. S.—if it maintains its present 
positions in the Pacific—should be able 
to discourage and if necessary repress 
Soviet ideas of expansion beyond the 
mainland. As to opposing Russia's pos- 
sible expansion on the Continent, not 
much can be done by direct military 
action. In either case, however, U. S. 
control of the Pacific island bases is 
considered to be essential to the security 
of the U. S. and to eventual world-wide 
security under the U.N. 


CONCLUSIONS 


On the basis of the above brief dis- 
cussion, we may conclude as regards 
the over-all strategy of the Pacific and 
Far East: 

(a) It is of less immediate impor- 
tance than that of Europe and the West. 

(b) It will be increasingly impor- 
tant, however, in the future. 

(c) For the long-term view, the 
problem is dependent on several fac- 
tors, among which are Russian policy 
in the Far East, maintenance of the 
U.S. position in the Pacific, develop- 
ments in China, Allied control over 
Japan, progress of the dependent 
peoples, and success of the U.N. 

(d) The development of new weap- 
ons, while having little effect on the rel- 
ative capabilities of the great powers, 
will further strengthen their position 
relative to the military capabilities of 
the yellow and brown people. 

(e) Russia can overrun Manchuria, 
Korea, and most of China, and could 
seize an unarmed and _ undefended 
Japan. If allowed to rebuild Japan’s 
military power for her own use, Russia 
could seriously threaten U.S. control 
of the Western Pacilic. 

(f) The U.S. can defend itself and 
maintain its dominant position in the 
Western Pacific, provided it retains its 
island bases, and makes certain that 
Russia cannot develop Japan's military 
and industrial power, for Soviet use. 

(g) If the U.S. does this, Russia 
cannot invade or seriously threaten 
North America across the Pacific or via 
Alaska. | 

(h) If the U. S. fails to do this, Rus- 
sia eventually will control all the West- 
ern Pacific and the Far East, and 
ultimately threaten the existence of the 
United States. 
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LOAN PROGRAM POSES 
PROBLEM FOR BRITAIN 


Rising prices in U. S. cut value of 
money borrowed and force revision 
of purchases originally planned 


Reported from LONDON 


and 


Great Britain is running into new 
difficulties in her drive to keep pledges 
and plans made on the basis of the 
U. S. loan. 

The British have no present in- 
tention of asking for more time for lib- 
eralizing their world trade, promised by 
rext July. But some U.S. officials are 
wo dcring whether an extension should 
be proffered to compensate for U. S. de- 
control, which came faster than was ex- 
pected when loan terms were laid down. 

Rising prices in the U.S. now 
and the possibility of a business slump 
next year force the English to revise 
their program of purchases under the 
loan. The question is how, and a num- 
ber of tactors complicate the decision. 
Prudence dictates a halt in buying until 
costs are down, but that raises the di- 
lemma of where but in the U.S. can 
B: in get her groceries on credit. 

Of the $3,750,000,000 loan, $600,000,- 

000 has been used to date. The British 
Government has five more years in which 
to draw down the balance. But needs 
are sharpest now and, in today’s Amer- 
ican markets for things most wanted, the 
total credit is good for only four fifths of 
the commodities relied upon when it was 
approved last summer. 
@ “Directed trade”—a form of control- 
ling destination of exports and source of 
imports—has been urged in Parliament as 
one way of easing Britain’s present scar- 
city of dollars, likely to be more acute by 
July 1947. Although considered by the 
U.S. to be discriminatory, such a system 
could be adopted. 

The probability, however, is that the 
system will not be adopted. In spite of 
a controlled economy at home, Britain 
is traditionally a nation of free traders. 
More important, perhaps, is the lack of 
assurance that the U. S., for example, will 
buy the goods England wishes to turn 
into “hard currency.” Included in that 
classification by British officials are U. S. 
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and Canadian dollars, Swedish krona and 
Argentine pesos. 

@ Loan terms. Conditions of the Amer- 
ican loan will be harder for Britain to 
meet than the actual installments on 
principal and interest. One of the most 
difficult is the pledge to make British 
money in current transactions freely con- 
vertible within a year after the signing 
of the loan. The sterling area—a number 
of countries whose trade is tied to the 
English pound—now can make only 
limited purchases in the U.S. because 
they cannot at will change into dollars 
their receipts from goods sold to Britain. 

Some American business interests are 
expressing concern lest England compete 
at full tilt in the sterling area now in order 
to ease off next summer when her need for 
dollars will be greater. 

British figures on world trade, how- 
ever, show that recent exports to non- 
sterling countries have been higher than 
those to the sterling area. This is a re- 
versal of the situation existing before the 
loan was granted. 

Other guarantees in the loan agreement 
provide for abolition of the “dollar pool” 
by next July, gradual settlement of Eng- 
land’s war-swollen debt of $14,000,000,- 
000 to countries in the sterling area, ad- 
ministration of import quotas so that the 
disadvantage of American exporters is 
ended, and elimination or reduction of 
“Empire preferences.” 

So far, Britain has fulfilled her promises 
not to depreciate the pound and to join 
with the U.S. in preparing for an Inter- 
national Trade Organization aimed at 
more and freer commerce between the 
nations of the world. Since the loan con- 
tract was concluded, Britain has paid 
Americans who sell to Britain in what- 
ever currency they designate. 

At home, Britons are finding that the 
U.S. loan hasn’t done all they expected. 
One purpose of the loan was to enable 
the British to buy more goods for home 


consumption and provide a slight im- 
provement in the standard of living while 
the country was reconverting and trying 
to regain a balance in international trade. 
Because of rising prices in the U.S.., 
however, loan dollars will not buy all 
they were expected to buv. Englishmen 
clamoring for less “austerity” have been 
told that bread-rationing will continue. 
@ The outlook is for no letup in the 
problems that have been the lot of the 
people of Britain since the war began. 
The U. S. idea is that the best remedy for 
England and the world is expanded trade 
breaking through the barriers set up be- 
tween the wars. Britain is sure to strain 
to meet her loan terms to uphold her 
reputation as an international banker. 
Whether she reaches a breaking point 
will depend on her own production and 
the impact of developments in a swiftly 
changing world. 


Rising Prices Shrink British Loan 


What Loan 
‘@eitite Buy 
1946 


$3,750,000,000 


lr luly 


What Loan 
VA melti te Buy 
Today 


$3,000,000, 000 
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—Hungarian Legation 


THE BATTLE OF RECOVERY FROM WAR 


The year 1946 has been one of quali- ° 
fied recovery for the world. Yet the 
progress of the current year gives a 
false picture unless balanced against the 
downward spiral of the 12 years that 
preceded it. The Nazi dance of death 
ran a course of six years of economic “~~ 
penetration followed by six years of 
active war. Its destructive power was 
beyond measurement. Full recovery 
from the legacy of Hitler will take 
many years, and may never come to 
parts of Europe. 

The largest specific entry in the bal- 
ance sheet of World War II is the 
estimate of direct war cost for the 
United States—$330,000,000,000, more 
than ten times the U.S. outlay for 
all previous wars. Largest estimate of 
war damage is that given by Russia— 
$128,000,000,000 (based on the nom- 
inal value of the ruble). Representing 
wrecked farms and villages, cities and 
industries, recovery of that loss must be 
slow and painful. Britain’s relatively 
modest estimate of $9,000,000,000 prop- 
erty damage includes destruction of or 
damage to one third of all her homes. 
Added to her $104,000,000,000 war- 
cost estimate, the per capita price of the 
war is probably higher for Britain than 
for any other belligerent. Yet the far 
smaller figures of many lesser nations 
represent an even greater destruction of 
their capacity to feed, clothe and house 
their peoples in the years ahead. 

The pictures and text on this and 
the following pages give an idea of 
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| —Hungarian Legation 


HUNGARY represents Eastern Europe at its economic worst, may drag her 
neighbors down with her in further collapse. The Franz Joseph Bridge, damaged 
(at top) along with 85 per cent of Budapest’s buildings, was restored (at bottom) 


the plight and progress = toward re- with material from six other Danube bridges. That one bridge out of seven typi- 
covery of typical and significant coun- _ fies the reduction in Hungary’s living standards. Milked by Germany, wrecked in 
tries throughout the world. battle, drained by Russian reparations, Hungary’s production has been cut in two. 
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—International 
GREAT BRITAIN devoted 10,000,000 of her working population of 22,000,- 
000 to her six-year war effort. Now she must rebuild her cities and restore a 
complex economy dependent upon heavy imports of food. Already exports of 
many items exceed prewar totals. Big question is how long a democratic rule can 
endure self-imposed “austerity.” Coventry’s 50 air raids (at top) smashed 50,000 
buildings. With minimum repairs (at bottom) the city now produces for export. 
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FRANCE must liquidate $26,000,000 war 
damages, overcome labor shortages that 
are acute in critical industries, and find a 
substitute for the German coal that for- 
merly powered one fourth of her factories. 
French ports are an index of progress 
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—French Press and Information Service 
made. Wreckage at Le Havre (at top) and 
the modest rebuilding there (at bottom) 
are an illustration. Since the liberation 
usable berths for ships have been increased 
from 293 to 685 and warehouse space 
from 450,000 to 750,000 square meters. 
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—International 
GERMANY in economic collapse is a continuing threat of infection to the rest 
of Europe. Wrecked factories like that at top represent a loss of markets and 
sources for a dozen other countries. Ruhr coal, inspected by British Tommies at 
bottom, is the life blood of industry in Western Europe. ee of skilled 
miners, plus inadequate diet and lack of incentive have held production to 40 
percent of the Ruhr’s prewar 150,000,000 tons per year. Transport also is lacking. 
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RUSSIA was a battlefield to a depth of 1,000 miles, from the Polish border to 
the Volga. The surging armies engulfed more than a dozen major industrial cities, 
100,000 great collective farms in Russia’s breadbasket, more than 70,000 towns 
and villages. First the Russians, then the Germans, “scorched” the earth. Her 
industrial plant has top priority in Russia’s recovery program. The wrecked 
Dnieper power station at top and the restored lock at the dam show the progress. 
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THE PHILIPPINES were looted by the 


Japs for four years, then became the prin- 
cipal theater of land warfare in the Pacific. 
Wrecked Manila (at top) has seen a mush- 
room growth of little store fronts hiding 
still-gutted buildings. Substantial recovery 
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—Black Star 
awaits large-scale financing. Of the Is- 
lands’ major products, only copra, with a 
$35,000,000 crop this year compared with 
$27,000,000 in 1941, is fully restored. 
Filipinos estimate sugar and hemp can- 
mot regain prewar levels before 1950. 
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—International 
EAST INDIES represent vast resources of raw materials. In general, Japanese 
occupation caused less physical damage than had been feared, but disrupted 
economic and commercial patterns. Agreement between the Dutch and the Indo- 
nesians holds promise of quick flow of rubber and oil. Shipping is the critical 
shortage. The Japanese-wrecked refinery on Borneo (at top) is countered by the 
improvised repairs to the bombed and looted machine shop (at bottom). 
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WORLD TRADE OF U.S. TO GROW 
EVEN IF SLUMP OCCURS IN 1947 


Increase in imports and capital 
exports from America will provide 
other nations with needed dollars 


The world is watching anxiously 
to see if a slump is coming in business in- 
side the United States next year. Busi- 
nessmen and governments abroad are 
asking what it will mean to them. Fears 
are expressed that a decline in the Unit- 
ed States will put a drag on recovery 
throughout the world. 

A survey of all factors now, how- 
ever, shows that, despite the expected 
decline of U.S. prices and production, 
the rest of the world will buy and sell 
more on American markets next year than 
in 1946. The U.S. is going to increase 
purchases abroad by about 8 per cent, 
and boost exports to the world by per- 
haps 14 per cent during 1947. 


The pent-up demand for the products 
of U.S. industry will carry through the 
year ahead to such an extent that the vol- 
ume of world trade done by American 
firms will more than offset any reduction 
in prices. World Report presents here an 
analysis of the outlook for world trade 
during a turndown in prices inside the 
U.S.: 

@ For the U.S. many signs point to a 
recession in 1947 from the high level of 
today. 

Industrial production, representing 
more than half the world output in many 
lines, is reaching its peak in the last quar- 
ter of 1946. It is expected to drop 3 per 
cent in the first half of 1947, and 15 per 


cent in the second half. For the year, pro- 
duction in 1947 probably will be about 
5 per cent below 1946. 

Prices in the U.S. also are reaching 
their peak. Using the first half of 1939 as 
100, prices are expected to hold: around 
177 during the first quarter of next year, 
then to drop to 171 in the second quarter 
and reach 147 by the end of the year. The 
drop from the peak to the low is expected 
to be about 19 per cent. 

National income probably will decline 

through 1947, but for the year as a whole 
it is likely to be only 3 per cent below 
1946. 
@ For the world, these things add up to 
a falling off of business activity inside the 
U.S. There is strong evidence, however, 
that they will not hamper world trade 
with America in the year ahead. 

U.S. imports now are far below nor- 
mal because production in large parts of 
the world still is impaired seriously by 
the war. Normally, U.S. imports would 
have been $8,000,000,000 in 1946 instead 
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WHAT THE U.S. 
WILL BUY ABROAD 
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ABROAD | 
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of the indicated $4,800,000,000. With 
conditions improving abroad, U.S. im- 
ports are expected to go up to $5,400,- 
000,000 in 1947, rising during the first 
half of the year and leveling off after that. 

U.S. exports are determined both by 
the ability and willingness of others to 
buy American products. An examination 
of all factors indicates that U.S. exports 
for 1947 will be $10,700,000,000, com- 
pared with a maximum of $9,400,000,000 
in 1946. An embargo on exports during 
December could reduce the latter figure. 

The ability of other countries to buy 
from the U. S. depends on the dollars they 
have. During 1947, U.S. imports will 
provide other countries with $5,400,000,- 
000, international travel will net them 
another $500,000,000 and remittances 
will add $400,000,000. 

U.S. grants and gifts to other coun- 
tries, including the remainder of the 
UNRRA program and help for the Philip- 
pines, Italy, Greece and Austria, are ex- 
pected to amount to $1,000,000,000. 
Loans through the International Bank, 
the Export-Import Bank, the Reconstruc- 
tion Finance Corporation and spending 
of the British loan should total $3,700,- 
000,000. Sales of securities, private loans 
and investments abroad will make $600,- 
000,000 available and gold and short- 
term credit will add another $900,- 
000,000. 

All in all, the rest of the world will 

get $12,500,000,000 next year. Freight 
charges, interest, amortization, repay- 
ments of U.S. investments and similar 
requirements will deduct $1,800,000,000, 
leaving $10,700,000,000 available to pay 
for U.S. goods. 
@ The willingness to buy, thus, be- 
comes the controlling factor in estimates 
of the effect of a U.S. recession on trade 
with other nations. This willingness is 
calculated carefully in estimating credit 
demands. 

There is an enormous demand for all 
kinds of U.S. goods, only part of which 
can be met. That demand will carry 
through the next year, since reconstruc- 
tion and replacement needs still are 
urgent in many countries. The recon- 
struction drive all over the world would 
be affected only slightly by a U.S. de- 
cline because most countries deliberately 
are protecting their reconstruction pro- 
grams against economic repercussions 
from the outside. 

Planning in most of Europe is set sev- 
eral years ahead, providing a steady rate 
of capital investment. When prices de- 
cline, the reaction of the typical private 
businessman is to put off buying, but au- 
thorities on national planning can disre- 
gard such normal precautions. A survey 
of probable attitudes of European plan- 
ners indicates that businesslike motives 
will carry some weight in the buying 
policies of Britain, Holland and Belgium, 
but the purchase of essential goods for 
reconstruction will not be delayed. 


Russia and some of the other countries 
in her sphere are counting on a U. S. de- 
pression, and have been since war ended. 
Consequently, these countries have been 
limiting purchases in capitalist nations 
in the hope that later they will be able to 
buy at cut-rate prices on easy terms. 

France, Sweden and Norway, on the 
other hand, are expected to go ahead 
with their plans regardless of U. S. trends. 
Countries without detailed economic 
planning, such as Canada and Switzer- 
land, so far have counteracted the effect 
of U.S. fluctuations by price or credit 
controls. Exporters of raw material in 
Latin America and the Far East will feel 
strongly the deflationary effect of declin- 
ing U.S. prices, but cheaper and easier 
buying conditions in the United States 
will help to break some production 
bottlenecks. 

In general, the tendency in other coun- 
tries toward economic planning as protec- 
tion against business fluctuations will be 
strengthened if the U. S. downturn should 
become more drastic than is expected 
now. World prices during the current 
year indicate that a number of countries 
have succeeded in insulating themselves 
against U.S. fluctuations. The price rise 
within the U.S. after the war has not 
been followed by a considerable part of 
the world. 

While the U. S. has turned to decontrol, 
much of Europe and the British Empire 
are carrying on controls and aiming at 
stability in prices, costs and business con- 
ditions. That stability, if held, should 
lessen the impact of a U.S. recession 
next year. 

@ The prospect for world trade is much 

brighter now than at the end of the boom 
after World War I, a period which often 
is used for comparative purposes. Then, 
the value of U.S. imports slumped to 
less than half, and exports, after a certain 
lag, declined by 40 per cent. Then, too, 
the flow of U.S. capital and gifts abroad 
shrunk rapidly from $3,500,000,000 in 
1919 to $2,000,000,000 in 1920 and $1.,- 
100,000,000 in 1921. 

This time, U.S. capital will continue 
to go out to the world in increasing 
dmounts, at least during the second post- 
war year, because of the fact that loans 
and grants already made are spread out 
over two years. In 1946, the net outflow 
of U.S. long-term capital and gifts is 
estimated at $4,500,000,000. That figure 
is expected to rise to $4,600,000,000 in 
1947. 

All these factors add up to an indica- 
tion of expanding world trade during the 
next year despite a recession in the U. S. 
The business slump inside the U.S. is 
expected abroad, but there are ample 
signs to indicate that it will not check 


the rising trend of business—both buying » 


and selling—between the U.S. and most 
of the other countries of the world. The 
increased volume will more than balance 
any drop in prices. 








THE REAL “NEW ORDER” 
IN HUMAN RELATIONS 


OUR PRESENT 
world turbu- 
lence marks 
the inevitable 
transitional 
stage between 
two vast his- 
toric eras. The 
old foundations of law, culture and 
custom have become fatally impaired. 
The new structure is still to be built. 
Politically impotent because spirit- 
ually outworn, the time of separate 
and exclusive national states, racial 
cultures and divisive creeds reveals 
its end in the conflict and confusion 
which old authorities cannot heal. 
The power of the new world era is 
the power of man’s soul, quickened 
by the call of a conscious, mature 
and rational faith, realizing that the 
way to fulfillment lies in promoting 
the oneness of humankind. 
Nowhere can you find this call 
more clearly raised than in the teach- 
ings of the Baha’i World. Faith. They 
have created the point of union and 
agreement between mind and heart, 
science and religion, spiritual per- 
sonality and social program. 
The new order of human relations 
is presented in a booklet “World 
Order Through World Faith,” a com- 
plimentary copy of which will be 
sent on request. 


BAHA‘’!I PUBLIC RELATIONS 
536 Sheridan Road * Wilmette, Illinois 




















Because the news in every is- 
sue of World Report is gathered 
from the four corners of the 
earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 
are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra postage for each 
subscription to Canada and other 
countries. Mail your order to 
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24th & N Sts., N.W., Washington 7, D.C. 
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Life Around the World 


Poles hasten to restore damaged Szezcin, 


their westernmost city taken from Germany 


SZEZCIN (POLAND) 
ESPITE THE WINTRY WEATHER, the 
Poles here are working fast and 
hard to stake out their claim to what 
will be Poland’s westernmost city if the 
present tentative settlement of German 
territory is ratified by the Big Four and 
the Peace Conference. 

Szezcin (pronounced stet-chin) is the 
new and still unfamiliar name of what 
was the German city of Stettin, on the 
west bank of the Oder River, roughly 100 
miles from Berlin. It was the German 
capital’s seaport and a solidly German 
city of 400,000 population. Now, all is 
changed. 

In the peace settlement, engineered 
by Russia, whereby Poland gave up all 
of her territory east of the Curzon Line, 
all German territory east of the Oder was 
handed over to Polish administration. 

This settlement gave the Poles part of 
Stettin, but not the docks, the main busi- 
ness district, or the residential section 
on the west bank of the river. Further 
complicating matters, the Russians then 
awarded part of their zone in Germany, 
whose border elsewhere is marked by 
the Oder and Neisse rivers, to the Poles. 

This results in a Russian border line 
that closely skirts the city limits of 
Szezcin and gives the city a joint occu- 
pation force of Russians and Poles from 
which the Russians apparently are with- 
drawing. Complete administration of the 
city government recently has been given 
to the Poles, although a joint force of 
Russian and Polish police continues to 
be responsible for law enforcement and 
several thousand Russian troops are 
bivouacked here. 

The Germans in Szezcin were incredu- 
lous when they learned after the Pots- 
dam Conference in 1945 that their city 
was to be awarded to Poland. As the 
thousands of German deportees from East 
Prussia, the Polish Corridor and Pomer- 
ania poured through their streets, how- 
ever, they became convinced. Last 
spring, they found themselves being 
evicted. Today, only 3,000 remain. 

_§Szezcin received a very bad name for 
lawlessness and crime last winter when 
it was filled with more transient refugees 
than any other city in Europe. Rape, 
murder and larceny were so common- 
place as to exact a shrug of the shoulder 
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from the overburdened authorities. To- 
day, however, order has been restored. 

Russian soldiers drink a good deal of 
vodka here, especially on Saturday nights, 
and cutting and fistic scrapes are com- 
mon. The Russian M. P.’s take care of 
the situation, however. The Poles go to 
bed at nine o'clock to save the rationed 
electricity. Trolley cars stop running 
before 10. 

Szezcin has the best system of street 
railways in Eastern Europe. The Germans 
had hidden the cars in barns on the out- 
skirts of the city and all have been re- 
covered in good condition. Szezcin re- 
cently gave two dozen streetcars to War- 
saw. The Germans also left behind a two 
years’ supply of streetcar tickets that are 
being used despite the Poles’ ordinary 
aversion to the German language. 

Over 100,000 Poles already have been 
moved here. With at least 6,000 more 
arriving weekly from UNRRA displaced 
persons camps in Germany under the 
repatriation program, some of whom stay 
in Szezcin and some of whom settle in 
nearby Pomerania, the population is 
showing a rapid rise and the city is taking 
on an increasingly Polish character. 

The city was damaged heavily by two 
“knock-out” raids by British night and 
American daylight bombers near the end 
of the war. The business district is prac- 
tically destroyed. The water-front and 
suburban districts show the marks of the 
desperate battle that was waged as the 
Nazis tried unsuccessfully to prevent the 
Russian crossing of the Oder, which 
outflanked Berlin. A Polish child here 
considers himself underprivileged if his 
suburban back yard does not contain an 
abandoned German or Russian tank or 
antiaircraft gun or at least a good set 
of defensive trenches. 








Germany’s “scorched earth” policy was 
not as effective here as elsewhere, largely 
because the Germans did not realize they 
were losing the city permanently. Many 
residential homes can be rebuilt, con- 
sequently, without undertaking com- 
pletely new construction. As an induce- 
ment to persuade Polish citizens to move 
here, heads of Polish families are offered 
outright possession of any house in the 
city, provided they will undertake to 
repair it. Under this offer, nearly all of 
the good suburban houses have been 
claimed. 

Clearing of rubble is a civic project, 
with every citizen required to devote 
one day each month to the work. A major 
campaign is being conducted to pro- 
hibit citizens from throwing garbage and 
refuse into the ruins. Stern warnings of 
the menace of epidemics, which still 
hangs over war-devastated cities, are 
publicized. 

Reconstruction of industry is to be a 
major problem. Machinery from the 
giant Stettiner Oelwerk refinery and 
other industrial establishments has been 
removed by the Russians as part of the 
Potsdam reparation and little is left for 
the Poles but the buildings. However, 
essential civilian industries, such as 


_ bakeries and a slaughterhouse, have been 


restored to operation, and machinery is 
on order for the resumption of operation 
by small factories. 

The docks and harbor have been re- 
stored rapidly to full operation, although 
most of the facilities are being used by 
the Russians for the shipment of huge 
boxes of German factory machinery from 
Berlin, Dresden, and Leipzig. This freight 
is being moved via the Baltic Sea to Riga 
and Leningrad. Boatload after boatload 
of these reparations are moving out of 
Szezcin harbor and the Russians are 
maintaining 8,000 German prisoners of 
war in nearby barracks to do the steve- 
doring. 

An increasing volume of UNRRA 
supplies makes up the in-movement. 
Horses and cattle are being brought from 
Denmark, as Poland strives to restore 
the agricultural production of Pomerania. 

Food will become the major worry of 
Szezcin this winter—next to concern over 
disposition of the city by the Peace Con- 
ference—and the situation may be diffi- 
cult after UNRRA aid stops. Food can- 
not move into the city, as before the 
war, from the Province of Brandenburg 
because the entire area to the west and 
south of Szezcin is part of the closed 
Russian zone. 
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The Pomeranian harvest this autumn 
was very poor and it seems that Szezcin 
will have to import most of its food over 
the one track of railroad that is left 
between here and Poznan and by truck 
over the rough roads from Central 
Poland. How much these other Polish 
areas will be able to export te Szezcin 
this winter is anyone's guess. 


Food prices are stil quite reasonable 
compared with those in Warsaw, and 
the Baltic Palace Restaurant, which has 
just opened to cater to the luxury clien- 
tele of Russian officers and merchant 
marine sailors, offers the finest and most 
reasonable menu I have seen in East- 
ern Europe, and an excellent orchestra 
for your enjoyment. G. E. 


Guatemala City ladies prefer cotton prints 
from U.S. to their fine native embroideries 


GUATEMALA CITY 

OY geecrser city looks like a geo- 

graphical mistake. It doesn’t belong 

in Latin America. It is without Panama 

City’s international shops, Havana's night 

life, Mexico’s shady, old 

boulevards. What it does 

have is the charm of a neat 
toy town. 

Fifty weeks a year, most 
citizens of the United 
States live amid the biggest 
things in the world: sky- 
scrapers, supermarkets, su- 
perhighways. That is one 
reason why Guatemala 
soothes visitors nerves. 
Short blocks. Five-feet-four 
policemen at the corners, 
directing traffic under the shade of little 
parasols. Midget-sized stores. Vest-pock- 
et parks. 

Besides, if you have been traveling 
around Latin America, you start feeling 
good the day you arrive in Guatemala 
City. In lands south of the Rio Grande, 
liveability is measured by how close one 
is to heaven. Sea-level Panama is often 
steaming. Mile-and-a-half-high Mexico 
City makes many of its residents jittery, 
and they weekend whenever they can in 
the lower-down suburbs. But Guatemala’s 
capital is between these extremes. It has 
Mexico’s springlike climate—warm days, 
nights under blankets—but only a gentle 
5,000 feet of altitude. 

Smart ladies of Guatemala City prefer 
cotton prints imported from the U.S. at 
high prices to their country’s own beauti- 
fully hand-embroidered goods. They pass 
up the same Indian designs that New 
York’s specialty shops acquire and resell 
at fabulous prices. Some tourists come 
here especially to buy the local textiles, 
but the residents dismiss the Mayan 
fabrics as “Indian stuff.” 

Most buildings in Guatemala City are 
simple two-story boxes of plaster and 
stone, in soft tans and grays and creams. 
An imposing exception to those rows of 
toy-like dwellings is the National Post 
Office and Communications Building. 
This turreted, pink-walled edifice covers 
two city blocks—a stamp-vending palace 
which far outclasses anything erected by 





Postmaster General Farley at the height 
of the public works boom in the United 
States during the 1930s. 

Guatemalans pay for the post office, 
with its patios and fountains, by placing 
a special one-cent stamp on 
every envelope. In Guate- 
mala, by the way, stamps 
are handed out folded neat- 
ly and sanitarily in a sheet 
of waxed paper. 

Your normal reaction 
here, if you are coming from 
Mexico City or La Paz or 
Quito, is to relax—and sleep. 
Mexico City officially has 
banned the siesta, but Gua- 
temala City knows better 
than to try. 

But, on the job, Guatemalans work. 
Dictator-President Jorge Ubico enforced 
a work-or-else law; and anyway the 
Mayans never were a lazy race. 

Besides the 1-to-3 o'clock siesta, “tea” 
in the fading afternoon is as established 
here as in England. Office clerks, lady 
shoppers, diplomats knock off activity 
for anything from tea and biscuits to a 
highball and a canape. 

This town’s green-foliaged patios, dec- 
orated with wrought-iron grillwork, per- 
haps, and with a rainbow-colored macaw 
or two perched in a banana tree, give 
Guatemala City an atmosphere remi- 
niscent of New Orleans. 

“American” is spoken here. Signs offer 
you “Shangri-la Pop” and “Cafe con 
Waffles.” At breakfast, a waiter greeted 
me with “grape-nuts or oats-meal, sefor?” 

Everything here appears clean. Street 
sweepers pick up a cigarette butt almost 
as it falls. A local chain of drugstores 
gleams like so many little hospitals, with 
the interiors all white enamel and glass 
surfaced. Prices are high, but it is almost 
worth the cost to experience such purity 
in the tropics. 

Spiritual purity, too, is an almost senti- 
mental concern to these Central Ameri- 
can people. Signs in public buildings 
say: “Courtesy Denotes Nobility of Char- 
acter” and “Good Service to the Public 
Demands Precision, Courtesy and Speed.” 
In a park, a sign reads, “Children, These 
Flowers Are Your Friends.” 


People used to theorize that the order- 
liness of Guatemala City was artificial, 
that it was the creation of Ubico. But 
the order continues under the milder 
regime of President Juan José Arévalo. 

Your Guatemalan man on the street 
says Arévalo is “too soft”’—that laborers, 
for example, are becoming shiftless. (This 
circumstance Ubico would not have 
tolerated. According to a story, he heard 
that National Post Office workers were 
enjoying overlong lunch periods. He 
quietly stationed himself at the Post 
Office one noon and discharged every 
man who returned late. ) 

Workers accused of being lazy reply 
that their employers, trained in the con- 
servative Spanish tradition, ask too much 
service for the money. From bootblacks to 
machinists, Guatemalan wage earners 
are forming unions. These were banned 
under Ubico, but are guaranteed by the 
new Constitution that was adopted under 
Arévalo. © 

Unless you enjoy the savor of evening 
in a middle-sized town in the U. S. Mid- 
west, you would be bored by night life 
in Guatemala City. There are three 
movies and two night clubs that are not 
at all bad. Best of all, you can dance to 
a mixture of current American tunes and 
tangos on an uncrowded floor and with- 
out paying a cover charge. 

Marimba music, born in Guatemala, 
still is played here as nowhere else. In a 
little studio perched like a hut on the 
roof of the Palace Hotel, marimba bands 
turn out their weird, alternately soft and 
thunderous harmonies, both for local 
audiences and for short-wave listeners 
around the world. One outfit, consisting 
of four players on two marimbas, with 
bass viol and drum for rhythm, made 
“Twelfth Street Rag” sound like some- 
thing by Tschaikowsky. 

Because American coins are accepted 
in Guatemala, value for value with local 
currency, a whole variety of U.S. slot 
machines has invaded the land, includ- 
ing old-fashioned “one-armed bandits.” 
One type is the device that throws a 
short song-and-dance movie on a little 
screen in exchange for a dime. Another 
is the pinball machine on which your 
score is increased each time you hit a 
brightly colored bumper. Every machine 
is equipped with a card with elaborate 
instructions in Spanish. At the end are 
two significant English words in cap- 
itals: “NO TILT.” : R. A. Y. 
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IGNS ARE INCREASING that Yugoslavia’s 

Premier and Commander in Chief, 
Marshal Tito, is shifting his tactics, but 
not his objectives, in the hottest trouble 
spots of Southern Europe: Trieste and 
Greece. Since it has become clear that 
the political fate of Trieste has passed 
out of Yugoslavia’s reach for the time 
being and into the hands of the Big 
Four, Tito is turning his attention more 
to the South, where Yugoslavia has ter- 
ritorial ambitions of long standing. 

The shift implies no change in Tito’s 
objectives: Yugoslav control of Trieste 
and Greek Macedonia, and 100 per cent 
Communist domination in the Balkans. 
@ In Greece, the civil war going on 
near the Yugoslav border between Com- 
munist guerrillas and Greek Army forces 
is getting bigger and bloodier. The in- 
creased activity coincides with reports 
that Tito is reinforcing the sizable troop 
concentrations he now maintains along 
the border. At the same time, the official 
propaganda in Yugoslavia and Russia is 
making much of alleged atrocities com- 
mitted by the Greek Army against Com- 
munists and is stepping up the campaign 
against the so-called “Monarcho-Fascist” 
Government of Greece. 

Marshal Tito admits a strong interest 
in what is going on in Northern Greece 
but vigorously denies reports that his 
forces are helping the Greek Com- 
munists. The true situation is difficult to 
ascertain with accuracy. Through the 
fog of censorship and propaganda, this 
much can be discerned: Communist 
guerrillas opposing the Greek Army are 
getting support and assistance, at least 
indirectly, from Yugoslavia. 

There is a large minority of Slav Mace- 
donians in Northern Greece. The majority 
of them are believed to be on the side 
of the Communists. It is logical to as- 
sume that these people ask for and get 
assistance from their fellow Macedonians 
across the border in Yugoslavia. 

Tito’s motives in turning more heat on 
Greece are clear: 

Strategic reason is that Greece is the 
only country left in the Balkans that re- 
mains outside the sphere of Russia and 
her satellites. Greece is a barrier to Rus- 
sian penetration into the Mediterranean 
and is the southern bridgehead of the 
Western powers in the Balkan peninsula. 
As the only outpost of British influence 
in the Balkans, Greece is likely to be- 
come the target of all the opposition that 
Tito can muster, short of a declared war. 
Heavy pressure is being maintained all 
along the Greek border by Yugoslavia, 
Albania and Bulgaria. 
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TITO AND “TIGAR” 
A “strong man” gives the orders 


The strategic stakes in the tug of war 
for Greece are high. As the Germans 
demonstrated in World War II, the 
Greek peninsula not only lies athwart 
the British lifeline in the Mediterranean 
but dominates the approaches to the 
Dardanelles. 

Economic reason for Tito’s prodding 
of Greece is that Yugoslavians want an 
outlet on the Aegean Sea, which now is 
sealed off to them by a long arm of 
Greek territory that fits over the south- 
ern edge of the Balkans like a crown 
over a tooth. The outlet they want is 
Salonika, a scant 40 miles from the 
Yugoslav border. Greek Macedonia has 
good farm lands and some mineral 
wealth. Its loss would rob Greece of an 
area it depends on for much of its food. 
@ In Trieste, Tito is pulling in the reins 
on agitation and on “spontaneous dem- 
onstrations” for Yugoslav control of the 
city. The tactic now is to maintain a 
more orderly appearance in Trieste in 
order to strengthen the Russian argu- 
ment that the British and U.S. troops 
there should be withdrawn. 

Marshal Tito apparently believes that 
Trieste may be brought under Yugo- 
slavia’s control indirectly by economic 
and social infiltration. The undercover 
battle of infiltration already is well ad- 
vanced. Pro-Yugoslav organizations are 
buying large holdings of real estate in 
Trieste. Communists are making a patient 
penetration of the schools. Terrorism is 
used whenever necessary to bring re- 
calcitrants into line. 


New Tactics, Same Goal . 


While this is going on, Tito is trying 

to get the Italians to accept some for- 
mula that would satisfy their desire to 
hold Trieste but still would leave Yugo- 
slavia with a stranglehold on the city 
through control of the nearby towns of 
Gorizia and Monfalcone. 
@ Tito’s life has been dominated by a 
simple singleness of purpose since early 
youth, and his present switch in tactics 
does not mean he has changed. His goal 
has been, and still is, the triumph of 
communism in Yugoslavia and through- 
out the Balkans. Ever since joining with 
the Bolsheviks in the Russian Revolu- 
tion of 1917, Tito has worked toward 
that goal in an atmosphere of secrecy 
and conspiracy. 

For a man who has spent much of his 
life as a secret agent, Tito has a 
singularly open and unsinister appear- 
ance. His personal charm is almost leg- 
endary. His manner, even in the pres- 
ence of outsiders whom he is known to 
distrust, is warm and friendly. He has 
a lusty sense of humor and a fondness 
for good company, fine food and strong 
liquor. At 56, he still is in fine physical 
condition and likes to boast that he can 
outmarch any of his soldiers. He is 
stockily built, barrel-chested, muscular 
and agile. Good living has added a little 
to his girth but has taken away none of 
his stamina. 

Tito is an accomplished linguist. He 

speaks Serbo-Croat, German, Russian, 
Czech, some French, some Italian and 
a Mongolian dialect that he learned 
while a prisoner in Russia during the 
first World War. Like Molotov of Russia, 
Tito probably has a better knowledge 
of the English language than he pretends 
to have. 
@ The Government that Marshal Tito 
leads is modeled after that of the 
U.S.S.R. The Partisan movement that 
sprang up during the war under Com- 
munist leadership has been ‘converted 
into a social revolution. A Communist 
minority of about 1 per cent rules the 
country through a_ well-disciplined 
hierarchy led by Tito and a handful of 
close associates, most of them veterans 
of Communist underground activities. 
Many, like Tito himself, were trained in 
Moscow. 

The secret police organization is 
large and effective. It collaborates 
closely with its opposite number in Rus- 
sia, the NK VD, and uses identical meth- 
ods. No organized opposition exists. 
Those who co-operate with the regime 
are rewarded; those who do not are 
punished. Persons in the Government’s 
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disfavor find their food rations reduced 
and their search for jobs fruitless. 

Education is being expanded and a 
campaign is in progress to reduce illiter- 
acy. Instruction is strongly indoctrinated 
with communism and martial patriot- 
ism. Russian has become the first lan- 
guage in the schools, replacing French 
and German. 

The Government gradually is intro- 
ducing modern methods of farming into 
the country. Tractor stations are being 
organized. Communal use of tools is be- 
ing encouraged. So far there has been 
little attempt at collectivization on the 


Russian model. Small landholders are al- 
lowed to own their own farms, although 
their production and marketing is 
strictly controlled by the Government. 
Some of the big estates have been con- 
verted into state farms. Co-operatives 
are being encouraged. 

With reconstruction and political con- 
trol well in hand at home, Tito is to give 
increasing attention to Yugoslavia’s am- 
bitions abroad. Friction between Tito 
and the Western powers is likely to in- 
crease during the coming months as he 
tries to carry out his international pro- 
gram. 


SHINWELL: Britain’s Fighting Socialist 


RELENTLESS FIGHTER who usually 
A picks out opponents bigger than 
himself is grappling with one of Britain’s 
biggest problems. As His Majesty's Min- 
ister of Fuel and Power, Emanuel Shin- 
well must see to it that British industry 
gets the driving force needed to expand 
production and lead the nation to eco- 
nomic recovery. 

To an important extent, it is on the 
tactics of 62-year-old “Manny,” as he is 
known to the miners who give him a 
decisive majority in his parliamentary 
district, that the Labor Party is relying 
to carry out its plans for Government 
ownership of key industries. 

With the battle for national ownership 
of the coal mines already won, Shinwell 
is turning with the confidence of a giant 
killer to the task of taking over the elec- 
tric power companies. Next on the 
nationalization schedule is the gas in- 
dustry. 

Taking control of Britain's power plant 
for the Government is only half of Shin- 
well’s job. On him rests the burden of 
showing his countrymen that it was a 
good idea in the first place. 

The ailing coal industry has presented 
the greatest difficulty so far. The nation’s 
industrial plants, struggling to boost out- 
put for export, are faced with a coal 
shortage of 5,000,000 tons this winter. 
In this situation, Shinwell’s biggest worry 
is getting the miners to stay in the pits. 

Criticism from private enterprise and 

from the Conservative Party bother 
Emanuel Shinwell far less. He brings 
labor experience and an administrative 
background in the Government to the 
Ministry he heads. But he is especially 
qualified to answer those who miss no 
chance to discredit Britain’s venture into 
socialism. He likes nothing better than 
a controversy. 
@ A stormy petrel who has made a ca- 
reer of criticism, Shinwell is a facile 
debater, articulate, ruthless and effective. 
His skill is recognized by Laborites and 
Conservatives alike. 

During the war, Shinwell was one of 
the few Labor members who turned 
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EMANUEL SHINWELL 
For a big job... a giant killer 


down a post in the Coalition Govern- 
ment. He preferred to play his own 
hand in opposing the Churchill Cabinet. 
Because he made a point of asking 
the Government embarrassing questions, 
Shinwell frequently was called on by 
Churchill’s private secretary before a 
parliamentary debate so that the Prime 
Minister might know whether to expect 
trouble. 

Confident of his own ability, Shinwell 
makes this comment on the opposition 
now offered Labor by the Conservatives: 
“If they had any sense, they would offer 
me 20,000 pounds a year, free of income 
tax with liberal expenses, to teach them 
how to run an Opposition. They are just 
babies at the game, but they are going 
to get an awful lot of experience.” 

Shinwell attributes his gift for argu- 
ment to boyhood experience in his father’s 
tailor shop in the Irish section of Glas- 
gow. The shop was a gathering place for 
Catholics from Southern Ireland and 
Orangemen from Ulster who endlessly de- 
bated the question of Home Rule. 


With rhetoric, the short stocky Minis- 
ter combines a fighting spirit. His first 
ambition was to be a prize fighter. For 
years he worked out on a punching bag 
every day and even did some road work. 
His most noteworthy fight was one that 
occurred in the House of Commons, 
where he punched a Conservative mem- 
ber who, he felt, had insulted him. 

To his opponents, Shinwell is Britain’s 
curmudgeon, vitriolic, erratic and tactless. 
They regard him as an ambitious dema- 
gogue, who is inconsistent but always 
to be reckoned with. 

@ Union man. Born in London’s East 
End and raised on Glasgow’s Tyneside, 
Shinwell has divided his time between 
labor unions and politics. His paternal 
grandfather was Polish and his mother 
was of Dutch extraction. Young Emanuel 
left school at the age of 11 and never 
returned for a formal education. His first 
jobs were as a delivery boy for a tobacco 
shop and as a helper in his father’s tailor 
shop. 

Next to prize fighting, Shinwell wanted 
most to join the Navy, but his father 
would not give permission. His first big 
job, as it turned out, was in a maritime 
labor union. Shinwell soon became a 
union leader and has worked at it inter- 
mittently ever since. 

During World War I, Shinwell’s brash 

agitating got him in jail more than once 
for leading illegal strikes and stirring up 
labor unrest. In a later undertaking, he 
straightened out the administrative and 
financial tangle of several big maritime 
unions and organized the Amalgamated 
Marine Workers. 
@ Politician. Shinwell’s public career 
began in Glasgow and in the west of 
Scotland. As a young man, he gained a 
reputation as the most ardent and capable 
speaker in the Glasgow Town Council. 
He first went to Parliament in 1922. Dur- 
ing this two-year stint, he served as par- 
liamentary private secretary for the 
Mines Department. 

Re-elected to Parliament in 1928, Shin- 
well served for three years. Two of them 
he spent as financial secretary to the War 
Office and the third in the Mines Depart- 
ment again. In 1935, he was returned to 
office by defeating his former Prime Min- 
ister, Ramsay MacDonald mm his own dis- 
trict in one of the bitterest campaigns of 
the time. In last year’s election, Shinwell 
got one of the five biggest pluralities in 
the United Kingdom. 

Colorful in public life, Shinwell lives 
quietly. He dresses well and conserva- 
tively. He likes to keep his family and 
his house in Tooting, South London, clear 
of political controversy. 

There are many—including Shinwell— 
who would like to see the Labor Party led 
by its most outspoken Cabinet Minister. 
In any case, it is on his succes in the 
Ministry of Fuel and Power that the 
future of the party’s nationalization pro- 
gram may well depend. 
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BOOST IN RICE CROPS 
EASES ORIENT’S HUNGER 


Gain of 10 per cent will improve 
situation, but many areas to suffer 
because of transport difficulties 


Reported from RANGOON, 
BANGKOK and SAIGON 


A rice crop 10 per cent bigger 
than last year’s is in prospect for this 
growing season, but the world supply 
still will not be enough to feed ade- 
quately the 750,000,000 Asiatics who 
depend on rice as their basic food. 

The 6,900,000,000 bushels being 
harvested is to mean less starvation in 
the Far East. But hunger is not to be 
cut 10 per cent. The trouble is that, de- 
spite the bigger crop, exports will be no 
larger than they were last year. And ex- 
ports mean the difference between food 
and hunger for millions of people. 

Rice accounts for 90 per cent of the 
diet of most Asiatics. All but a small 
fraction of the world’s rice is grown in 
Asia, and most of it is consumed in the 
countries where it is produced. But all 
the rice grown in China is not enough to 
feed all the Chinese. The 10 per cent of 
world production that moves in world 
trade thus is a vital margin. 

@ Exports of rice in normal times 
amount to 8,600,000 tons a year. Before 


the war, Burma, Siam, French Indochina 
and, to a lesser extent, Korea and For- 
mosa shipped 7,500,000 tons. The ports 
of Rangoon, Bangkok and Saigon alone 
handled 80 per cent of the world’s rice 
exports. This year exports are expected 
to be only a fourth of the prewar level. 

Burma before the war shipped 3,000,- 
000 tons a year to India, Ceylon, Malaya 
and the Netherlands East Indies. Now 
despite handicaps, Burma is making the 
best comeback. This year about 60 per 
cent of prewar acreage was cultivated 
and a surplus of 1,000,000 tons may be 
available for export. Most of it will go 
to nearby India. 

The country was overrun during the 
war and since has been hampered by a 
shortage of farm animals, labor and mill- 
ing equipment. Ocean shipping and 
river craft to move the rice crop down to 
Rangoon are short. Communications are 
insecure because of widespread banditry. 

Siam also shipped 3,000,000 tons a 
year before the war to Hong Kong, South 
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China, Japan, the Philippines and Ma- 

laya. Hopes for sizable exports this year | 
have been dashed by drought. Although 
Siam was least affected by war, she will | 
have barely enough rice in 1947 to meet 
her own needs. 

The twin handicaps of labor and ship- 
ping shortages have plagued Siam as 
they have the entire Orient. Low prices | 
for rice and a shortage of consumer goods ~ 
have caused a resistance in Siam to meet- 
ing international allocations for rice de- 
liveries. As much as 20,000 tons a month, * 
however, has been smuggled out for sale 
at high prices in deficit areas in China, 
French Indochina and Malaya, where 
consumer goods are available. 

French Indochina, another big pre- 

war producer, has just begun to recovers 
from the political disturbances that fci-* 4 
lowed the war. The reassertion of French 
control and settlement of differences 
with Viet Nam nationalist forces in the 
North may mean more rice next year. 
But, at the outside, only 500,000 tons 
may be exported. Labor has been made 
available to repair the dikes that col- 
lapsed last year because of neglect. Re- _ 
paired dikes may prevent the foods that — 
destroyed much of last year’s crop. Price 
offered and consumer gqo’ uae 
will affect rice production U... ur. 
@ Imports to fill the difference between 
inadequate domestic supplies and mini- 
mum needs of such major rice-consuming 
nations as China, India and Malaya thus 
cannot be counted on in 1947. But the 
bigger crops grown this year in India, 
China, Japan and the Philippines will 
result in less hunger than last year. 

China’s rice crop this year is 10 per 
cent greater than last year and, with com- 
munications somewhat improved, should 
be available to more people. But famine 
conditions still prevail in South China. 

India has a record harvest in prospect, 
probably 13 per cent more than last 
years. Ceylon’s crop also is good. But 
imports from Burma are counted on to 
prevent civil disturbances from becoming 
more widespread. 

Japan has had a bumper rice crop this 
year and will not require rice imports. 
The crop in Korea is about 80 per cent of 
prewar and imports will be necessary. 

Other importers are in worse condi- 
tion. In Malaya, the situation is as critical 
as it is in South China. The Netherlands 
East Indies have not come up with the 
stocks of rice that were expected with 
the end of Dutch-Indonesian hostilities. 

All in all, 1947 will be a better year © 
for most of Asia than was 1946, But not 


until Burma, Siam and French Indochina | 


recover from war will there be enough 
rice for all of Asia. 
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Basically, the most important repercussion of the coal strike abroad is this: 
Irritation with the American way of doing things, with the sharp ups and 
downs in production and exports, is increased. 

It is a deep-seated irritation, growing in the last year of U.S. strikes 
and sudden abandonment of controls over wages, then prices. 

The line of thought, in essence, is this: The U.S. is rich, industrially 
powerful, resilient. She can stand these sudden strains. But what of the coun- 
tries struggling upward from destruction that depend on the U.S. for coal, food, 
machinery? To them a stable, predictable flow of goods and necessities at rea- 
Sonable prices if paramount. Their recovery is not robust, is easily disturbed. 

The attraction of One World, dominated economically by the U.S., lessens. 

Two Worlds--one free to fluctuate violently and the other tied to controls 
-—now begin to look logical to many abroad, quite apart from political leanings. 
The hard fact, despite this reasoning, is that most of the world is tied to 
tu. U.S., for better or worse, for the next few years; at least until goods and 
credits can pe provided by someone else. 

















A coal strike, if prolonged, woul@ pile up all kinds of trouble abroad..... 

Direct effects of cutoffs in coal exports to Europe will not take long. 
Most of Western Europe already is bracing for the shock. 

Business recovery in Italy, France, Holland, Scandinavia is to falter as 
coal supplies dwindle and production of metal goods and electric power falls off. 

Other effects of a long strike would come more gradually. 

Deliveries of goods bought in the U.S. would be delayed, as service was re- 
duced by the railroads and coal-burning ships. 

Delays in food shipments would be quite serious in several quarters. 

Britain even now is worrying about delivery of U.S. wheat and other foods, 
sees continued rationing of bread as necessary. : 

Italy is far worse off, is counting heavily on UNRRA shipments from the 
U.S. Meanwhile, to be on the safe side, she is buying expensive wheat in Turkey 
and is dickering for food in Argentina. 

Western Germany badly needs continued imports of food. Under unification, 
the British zone would become increasingly dependent on food from the U.S. 
: Britain already would like to borrow American food for her zone. 
| India is depending on U.S. wheat to balance internal scarcities. 
But. over all, the food situation is better than it was last spring. Har- 
vests are available in the Northern Hemisphere. Any real squeeze will come later. 
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WORLD CUmMERCE AND INDUSTRY-- (Continued) 


Coal-caused breakdown in U.S. production on a wide front would mean this: 

Further delays in deliveries abroad of steel, machinery, a thousand things 
needed to put the rest of the world back to work. 

If U.S. pipe lines are drained again by strikes and low production, less of 
everything American will be available for other countries, and prices will rise. 

These are current worries overseas as people watch the steam pressure drop 
in American boilers. You get the story in more detail on page 5. 








On this side of the water--in Canada--the situation is this: 

Central Canada, including the manufacturing areas of Ontario and Quebec, is 
heavily dependent on imports of U.S. coal. But coal stocks there now are large. 

Chain effects of the coal strike, however, already are hitting Canadian in- 
dustry. For example, automobile manufacturers are having to cut production as 
imports of American parts are cut off. 

Another Canadian worry: If wages in the U.S. are raised as a result of a 
new series of strikes, costs of Canadian imports from the U.S. will mount. 

This would be serious to a country struggling to hold the line on prices 
through expensive subsidies on imported products such as fuel, food, clothing, 
cotton. Canada's problems as a neighbor of the U.S. are described on page 8. 

















Bulk buying, Britain's favorite device, is beginning to show some holes. 

In Canada, farmers are more and more disinclined to sell wheat at fixed 
prices in accordance with the terms of the Anglo-Canadian agreement. 

The reason: They see American farmers getting much more for their wheat. 

In Ceylon, the Government now refuses to sell all the exportable tea to the 
British Government at agreed prices, as has been done since 1942, 

The reason: They see Chinese exporters getting much higher prices. 

India probably will follow Ceylon's lead on tea. This will mean a free mar-=- 
ket in tea for the first time since prewar days. | 

Growers like stable prices and assured markets when the future is shaky. 
But bulk has less appeal when prices elsewhere for the same commodity soar. 

One of Britain's big jobs will be holding Empire producers to long-term 
contracts, if prices generally continue their recent spurt. Britain may be 
forced to more frequent adjustment of prices within each contract. 























Fear of another devaluation of the franc is gripping France..ee. 

Share prices of French and other securities on the Paris Bourse are pushing 
record levels, are 50 per cent higher than at the beginning of the year. 

Highest premiums yet are being paid for dollars and gold on the black market. 

French Government's fight to hold prices is not successful, is hampered by 
deficit financing, which pumps more and more francs into circulation. 

Confused situation in politics does not help, may prevent severe measures | 
to cut wages and prices that are now thought necessary. 

Imports far exceed exports, and France rapidly is exhausting loans granted 
by the U.S., Britain and Canada to pay for imports. 

France is urging early action on her application for a $500,000,000 loan | 
from the World Bank. France definitely will get a loan within a month or two. 
But chances are against her getting as much as $500,000,000 this early in the 
game, even if she agrees to space withdrawals over a considerable stretch of time. 

Par value of the franc will be one of the Monetary Fund's first headaches. 
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INSPECTION OF WORLD ARMS 


Russia accepts principle; Britain urges abolition of veto 


(Texts of statements made on world disarmament be- 
fore the U. N. Political and Security Commutiee, Nov. 28, 
1946, by Foreign Minister Vyacheslav M. Molotov of the 
Soviet Union and Sir Hartley Shawcross of Great 
Britain.) | 


By Foreign Minister Molotov 


. pry WE BEGIN the examination of the question of a gen- 
: eral reduction of armaments. It is unnecessary to dwell 
' on the importance of this question today. The timeliness of 
the discussion of this problem is evident. 

All still keep in their memory the great events of the second 
World War when tens of millions of people were mobilized for 
active service, when the fronts stretched for many thousands 
| of kilometers, when whole countries were given over by the 
' enemy to a “flood of pillage,” when the sacrifices of the war 
_ reached vast and unprecedented proportions. The second 
World War in many respects overshadowed the first World 
War in its dimensions and, in fact, spread over the whole 
world. 

If the lessons of the first World War were insufficient to pre- 
vent the sanguinary events of the last few years, the second 
World War should finally convince us that it is essential to 
take serious measures now to prevent another similiar war. 
This is particularly felt by the people of those countries which 
suffered the invasion and brutality of the Fascist hordes, the 
appalling hardships of enemy occupation and the disorgani- 
zation of all economic life, and which will for a long time to 
come be engaged in healing the war wounds and restoring 
devastated towns and villages, for which they must strain 
every nerve as the peoples of the Soviet Union are now doing. 

The war finished in a glorious Allied victory. Our common 
enemies are defeated and disarmed. We have every pos- 
sibility of keeping the former aggressors under control of the 
peace-loving states, not allowing them to rearm and again 
threaten aggression. 

There has been created an international organization whose 
task it is to defend the peace and security of the peoples and 
to prevent the rise of fresh aggression. We must all work in 
the direction of fortifying trust and friendly relations between 
peoples, developing international co-operation in the interest 
of the consolidation of general peace, the national liberation of 
dependent countries and a real advance in the well-being of 
the peoples, the working masses. 

In these conditions, a general reduction of armaments will 
serve the cause of peace and international security by strength- 
ening the confidence between large and small nations. The 
examination of this question by the United Nations should put 
an end to the armaments race which has started, and promises 
nothing good, but already shows with whom lies the main 
responsibility for its results. At the same time, general dis- 
armament is essential in order to reduce military budgets and 
cut state expenditure on the production of armaments, without 
which it is impossible to lighten the burdens of taxation borne 
by populations who will be unable to carry the load for long 
without complaint. The reduction of armaments thus ap- 
pears essential and opportune and serves the vital interests 
of large and small states. 

A general reduction of armaments should embrace all coun- 
tries and cover all forms of armaments. Only in this case does 
it achieve its aim. 


The opinion was expressed at the General Assembly that 
the initiative of the Soviet Union, in the matter of the re- 
duction of armaments, was appropriate since she had a power- 
ful army. Of course, the Soviet Union did create a powerful 
army, when it was necessary, in order to defend her national 
honor and liberty and the interests of all the freedom-loving 
peoples subjected to Fascist aggression required it. But the 
position has changed since the forces of aggression were de- 
feated and peace re-established. That is why the Soviet Gov- 
ernment, true to the interests of peace and friendship between 
nations, took the initiative in raising the question of a general 
reduction of armaments. 

Firstly, it is a matter of reducing the armies, the numbers 
of which should be diminished in the period of peace which 
has begun. It is also a matter of reducing naval and air 
armaments, the size of which is now, in certain cases, quite 
inappropriate to peace conditions. It would be well if powers 
possessing the largest naval and air forces were to take the 
same steps as the Soviet Union and develop a corresponding 
activity in the matter of the reduction of armaments. 

Obviously, the problem of the reduction of armaments em- 
braces also the question of technical military means. For this 
reason, it is not just a matter of reducing the effectives of 
the armed forces but of a general reduction of armaments. It 
is clear to all that the problem of armament reduction touches 
not only upon army and navy personnel but also includes the 
question of military technique, the question of technical mili- 
tary means, some of which must in certain cases be reduced 
and in others directly prohibited. 

The Charter lays down the authority of the General 
Assembly in relating to the problem of the reduction of 
armaments. Article II authorizes the General Assembly to 
consider “the principles governing disarmament and _ the 
regulation of armaments.” In conformity with this, the Soviet 
Government has proposed that the General Assembly should 
pass a resolution recognizing the necessity of a general reduc- 
tion of armaments. 

We do not think that the General Assembly could at this 
moment take a detailed decision on this question. It should, 
in our Opinion, recommend the Security Council to work out 
appropriate concrete instructions. The passing of a recommen- 
dation by the General Assembly should be the starting point 
in this matter of extreme political importance. 

The question of atomic weapons assumes great importance 
in connection with the consideration of the problem of re- 
duction of armaments. 

The following proposal appears in the Soviet Government's 
draft: “The implementing of the decision concerning the re- 
duction: of armaments should include as a primary object the 
prohibition to produce and use atomic energy for military 
purposes.” 

The General Assembly at its London session at the begin- 
ning of this year passed a resolution establishing an Atomic — 
Energy Commission. In defining the powers of the Commis- 
sion, the resolutions lays down that it should make proposals 
“for the elimination from national armaments of atomic 
weapons and of all other major weapons adaptable to mass 
destruction.” 

The General Assembly, therefore, has already recognized 
the necessity of raising the question of prohibiting the use of 
atomic energy for military purposes. We must draw our con- 
clusion from this resolution. It would be an error to put off 
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taking a decision on this subject as it might give rise to doubt 
as to the real character of the above-mentioned resolution of 
the General Assembly. 

In conformity with this resolution of the General Assembly, 
the Soviet representative on the Atomic Energy Commission, 
Mr. A. A. Gromyko, made the following two proposals: 

(1) Draft international convention to prohibit atomic 
weapons. 

(2) Plan of organization of the work of the Atomic Energy 
Cammission for the initial stage of its activity. 

In the draft international convention for the prohibition of 
the production and use of atomic weapons, the views of the 
Soviet Government on this question are explained. This draft 
is based on a realization of the great significance of the 
discovery of atomic energy, insofar as this discovery will be 
used for improving the life of the peoples of the whole world, 
for increasing their welfare and for advancing human culture. 

At the same time, mention is made of the fact that the use 
of atomic weapons is dangerous not so much for armies as for 
towns and their populations. It is well known that many ar- 
ticles have recently been written just to create a panic about 
atomic bombs, although no one has yet proved, and no one 
can prove, that atomic bombs can decisively affect the course 
_of a war. It is, however, unquestionable that for large towns, 
and, therefore, for civilian populations, the use of atomic 
bombs may have extremely serious consequences. 

With this and the aforementioned decision of the Gen- 
eral Assembly in mind, the Soviet Government has submitted 
the draft of the international convention for the prohibition of 
the production and use of atomic weapons and has proposed 
that, by this convention, atomic weapons should be outlawed. 
This draft provides that governments should bind themselves 
not to use atomic weapons under any circumstances, to forbid 
their production and to destroy supplies of atomic bombs. 

Furthermore, the Soviet Government has submitted to the 
Atomic Energy Commission a plan of work for this Com- 
mission in its first period, which provides for the drafting of 
the aforementioned convention, the quest for measures to pro- 
hibit the production and use of atomic weapons and all other 
similar weapons capable of being used for mass destruction. 

It also proposed the elaboration of recommendations con- 
cerning control over the use of atomic energy and over the 
observance of the terms of the international convention for 
the outlawing of atomic weapons, and of a system of sanctions 
to be applied against the unlawful use of atomic energy. 

These proposals of the Soviet Government have received no 
support in the Atomic Energy Commission. It is, however, 
quite obvious that they conform with the interests of all peace- 
loving peoples and that they serve to strengthen confidence 
between them, not to mention the fact that they are the 
logical conclusions of decisions taken earlier by the General 
Assembly. 

Indeed, already about 20 years ago, an international agree- 
ment was concluded prohibiting the use in war of asphyxiat- 
ing and poisonous gases and liquids and also of bacteriological 
methods. Since then no one has had any doubt that this course 
of action was entirely right. It is not hard to imagine how much 
greater could have been the sufferings and the number of vic- 
tims in the last war, if there had not been this prohibition of 
the use of poisonous gases and liquids and dangerous bac- 
teriological methods for purposes of war. But if this was right 
in relation to gases and bacteriological methods, a similar 
prohibition of the use of atomic energy for war purposes would 
be even more desirable. 

Refusal to conclude an international convention on the pro- 
hibition of the use of atomic energy for purposes of war would 
be in complete contradiction with the highest aspirations and 
the conscience of the peoples of the world. That is why we 
all have the right to hope that a unanimous opinion will even- 
tually be reached among governments on the international 
convention prohibiting the use of atomic energy for pur- 
poses of war. 
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The problem of a general reduction of armaments places 
before us the task of establishing some form of control over 
the carrying out of the decision which will be taken on this 
question. Insofar as a decision will be taken on the prohibition 
of use of atomic energy for purposes of war, effective control 
over the implementation of this decision is also necessary. 

When we speak of control over the reduction of armaments 
and the prohibition of atomic weapons, we must bear in mind 
the importance of this task. Of course, this question must be 
elaborated in detail. We cannot exclude the possibility that 
discussions will arise on separate aspects of this problem. 
Nevertheless, we should acknowledge that, insofar as we are 
dealing with the establishment of control in such a serious mat- 
ter as atomic energy, we should all agree with the correctness 
of a recent statement of the head of the Soviet Government, 
J. V. Stalin, that, in this case, “strict international control is 
necessary.” 

If we agree in principle with the necessity for strict inter- 
national control, we should also be able to reach an agree- 
ment on the concrete matters relating to control over the 
prohibition of the use of atomic energy for purposes of war 
and over the implementation of the decision which will be 
taken on the general reduction of armaments. 

The Soviet delegation accordingly submits a supplement to 
the proposal on the general reduction of armaments which I 
brought. before the General Assembly on 29 October. This is 
the supplementary proposal: 

To insure the adoption of measures for the reduction of 
armaments and prohibition of the use of atomic energy for 
military purposes, there shall be established within the 
framework of the Security Council, who bear the main 
responsibility for international peace and security, inter- 
national control operating on the basis of a special pro- 
vision which should provide for the establishment of 
special organs of inspection for which purpose there shall 
be formed: 

(a) A commission for the control of the execution of 
the decision regarding the reduction of armaments. 

(b) A commission for the control of the execution of 
the decision regarding the prohibition of the use of atomic 
energy for military purposes. 

The Soviet delegation thinks that this proposal provides 
a basis for the solution of the problem of control and inspec- 
tion. The adoption of such a decision will further assist such 
a solution. 

In conclusion, I think it necessary to recall the history of the 
disarmament question. 

You know that the League of Nations was also concerned 
with problems of the reduction of armaments. More than one 
special conference was convened for the examination of this 
problem. The failure of these conferences is remembered by 
everyone and should serve as a lesson to us all. 

The problem of the general reduction of armaments is again 
before us. The peoples of the whole world will follow with 
great attention the actions of the U.N. in this connection. 
The ultimate solution of this problem depends on all of us. 

We must now concern ourselves with this task of achieving 
a general reduction of armaments, sweeping aside all obstacles 
from our path. The Security Council, which bears the main 
responsibility for insuring universal peace, must begin the 
examination of this problem in the near future. For its own 
part, the Soviet Government will take an active part in any 
measures to promote a rapid and practical solution to the 
problem of a general reduction of armaments. 





By Sir Hartley Shawcross 


I desire to speak in general support both of the substantive 
resolution, which has been moved in such clear terms by 
Mr. Molotov, and in support also of the general proposals, 
which, as I understand, are contained in the amendments 
proposed by Canada and Australia. 
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The United Kingdom warmly welcomes the proposal which 
has been put forward by the Union of Soviet Socialist Repub- 
lics. It is a proposal which raises a matter in which words are 
not enough and in which action is urgent if not only the 
future peace of the world but its economic recovery from the 
disastrous effects of the last war are to be assured. 

The mere passing of pious resolutions, such as the one at 
present proposed here, the conclusion of pacts of friendship, 
the solemn signature on our own Charter of the United 
Nations is not enough. It was, I think, Hitler, at the very 
moment that he had concluded a pact of friendship, which 
enabled him the more easily to embark upon war, who said 
at one of his secret staff conferences, talking about the vast 
armies that he had built up: “Do not suppose that I created 
this great army in order that it shall not fight.” 

And the existence of vast armed forces such as do exist at 
the present time is a constant threat to the peace. The burden 
of maintaining such forces cripples the countries of the world 
in the great task of economic reconstruction. 

This war-wracked world cries out for relief from these 
threats and burdens in order that it may enter at last into a 
golden age of liberty, peace and prosperity. 

Up to the time when Mr. Molotov made his clear and im- 
portant speech a few minutes ago, we had had a good deal of 
discussion about this matter, which at times, perhaps, was a 
little confused and repetitive and which had led to no clear 
conclusion as to what we ought to do. There seemed to be 
some states—I think at one time the Union of Soviet Socialist 
Republics appeared to be amongst them—which were content 
to let the matter rest upon a recommendation by the Assembly, 
the implementation and control of which was to be left to the 
different individual nations concerned. 

But we have now an opportunity of taking a concrete step 
forward and of making sure that these proposals will have 
some real effect and not be a mere sham, a fraud to be used 
for the purposes of political propaganda or to lull unsuspecting 
peoples into a false sense of security. 

For what use is it to furnish figures, to supply information, 
to agree to cut down particular forces, to undertake not to 
use particular forms of weapons, if that is all that is done? 
We had some experience of that in those bitter years between 
the two great wars. The nations then were content to lay 
down general principles in grandiloquent language to outlaw 
war and to put in military returns. 

Because military returns were put in in accordance with the 
Covenant of the League of Nations, military returns which 
nobody believed because they were not subject to any system 
of verification or control. But the nations at that time did 
nothing effective to secure the enforcement of that for which 
they had provided in their treaties and their resolutions. 

My country, which for the first time in its history is com- 
pelled to introduce conscription in peacetime because of the 
maintenance of vast and, I believe, in some cases even 


increasing forces in other parts of the world, is most anxious 
to secure and to secure quickly a large and progressive measure 
of armament limitation. 

But we are certainly not willing to disarm unilaterally. We 
are not prepared to reduce our armies to negligible proportions 
while other powers retain vast forces of which they can dis- 
pose. This time we must have an effective system of collective 
security, the operation of which cannot be prevented or 
obstructed by an aggressor state and which will be able 
to go to the aid of any states which may be subject to un- 
just attack. 

Disarmament and collective security go hand in hand. We 
cannot embark on the one without at the same time establish- 
ing the other. And, for our part, we regret the delay not due 
to any fault on the part of the United Kingdom, which has 
unhappily already occurred in the preliminary work of the 
Military Staff Committee. 

Nor is collective security—collective security in the sense 
of establishing some effective military measures which will 
insure the protection of any state unjustly attacked—enough, 
There must, at the same time, be adequate and certain means 
of insuring that nations are in fact disarming and that the 
limitations proposed, or the prohibitions adopted, are, in 
fact, being carried out and made effective by each par- 
ticular state. 

Again, it is no use cutting down military air forces if, at 
the same time, vast civil air services are maintained in such 
a way that they can be instantly turned over to military uses. 
It is no use saying that there are no stocks of rocket bombs 
in immediate existence if, at the same time, a nation has built 
up some special organization able to turn out large numbers 
at a moment’s notice. 

We must have inspection and control of troops, of weapons, 
of general war potential, and, for our part, in our country, we 
are prepared to lift all curtains and to open all doors to such 
an international system, not only of limitation but of control 
and of collective security. 

I was very glad to gather—I felt sure that it would turn out 
to be the case—that the great. Union of Soviet Socialist 
Republics no longer raises any objection to the establishment 
of some such system as that. What other country is afraid or 
reluctant to do the same? Let them state their position now, 
if any such exist, so that the whole world may know why it is 
that every state is not now ready and willing not only to dis- 
close military information; not only to agree to control and 
limitation, but to agree also to the establishment not in years 
still far ahead but in the immediate future, now, of a full and 
effective system, unaffected by any veto powers, for collective 
security, for inspection, for control, for limitation of arms. 

In that way, and in that way only, can these proposals be 
lifted outside the realm of propaganda and suspicion and hold 
out a real hope for the future of the world. 

I hope they will. 





‘PEACE THROUGH UNDERSTANDING’ 


U.S. views on role UNESCO can play through its educational program 


(Text of address by U. S. Assistant Secretary of State 
William Benton to the United Nations Educational, Sci- 
entific and Cultural Organization, at Paris, Nov. 23, 
1946.) 


WELVE MONTHS have passed since the constitution of 
UNESCO was drawn up—12 troubled and war-weary 
months that have demonstrated once more the urgent need 


for understanding among the peoples of the world. We here 
assembled have now reached the solemn but hopeful day on 
which the constitution of UNESCO is to be made a living force 
by a program designed to advance that understanding. To 
the development of that program, the Preparatory Commis. 
sion, under the distinguished leadership of Dr. Julian Huxley, 
has contributed many months of devoted and fruitful effort. 

As chairman of the United States delegation to this confer- 
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ence, I can assure you that, although UNESCO is as yet but 
little understood anywhere in the world, its hopes ind goals 
have the complete and the fervent support of my country 
and its people. 

The United States Congress, in formally approving the 
membership of my country in UNESCO, created a United 
States National Commission in accordance with the recom- 
mendation contained in Article Seven of UNESCO's Consti- 
tution. This Commission is a body unique in American history. 
It unites in one assembly spokesmen of the arts, sciences and 
learned professions; of the educational system at all levels; 
of radio, motion pictures and the press; of the educational 
interests of labor and agriculture, and of religious bodies; and 
of many other American groups that are now working for the 
establishment of peace. 

In September, the United States Commission met for four 
days of spirited discussion, to advise the United States dele- 
gation to this Conference. My nine associates, appointed by 
President Truman to our delegation here, are all of them 
members of the United States Commission for UNESCO. 

Mr. Chairman, this is not a period of history that encourages 
pleasant dreams. Peace will not be established by wishful 
words, no matter how eloquent the expression or how noble 
the sentiments. If UNESCO is to contribute to the peace of 
the world, it must do so through its program of education 
and of scientific and cultural exchanges. This program must 
be soundly conceived, boldly planned and energetically exe- 
cuted. This program must look toward the decade ahead, and 
not merely towards this year and next year. 

On what principles should such a program be based? 

First, its primary goal must be a firm peace built on genuine 
understanding among the peoples of the world. Let me quote 
from the report submitted by the United States National Com- 
mission to the Department of State: “UNESCO is not con- 
ceived of as an international undertaking to promote educa- 
tion and science and culture as ends in themselves, but rather 
through education, science and culture, to advance the peace 
of the world. The American delegation should support 
those proposals for action which give promise of advancing 
directly and significantly the cause of peace through under- 
standing.” 

Mr. Chairman and fellow delegates, the American delega- 
tion accepts this principle as formulated by its National Com- 
mission. This principle would affect the structure as well as 
the spirit of UNESCO. This principle would minimize the 
danger that UNESCO will develop into a loose federation of 
specialized groups, each pursuing its own interest on the quite 
human assumption that each holds a master key to world un- 
derstanding. This*is a very real danger. We must not emerge 
from this Conference as a series of special interest groups 
labelled “creative arts,” “natural sciences,” “mass media,” and 
so forth, insulated from each other and competing or “log- 
rolling” for attention and a share of the budget. 

Specialized skills and interests should be placed in the 
service of the common cause—the cause of peace through 
understanding. Each in its own field must seek to stimulate 
interchange on a world scale; but the common cause must not 
be subordinated to the service of any special field or any group 
of fields. 

Thus, my first principle is an integrating principle to protect 
us against the divisive forces that beset us. I suggest that 
UNESCO be organized around its great central unifying 
objective rather than on the many foundations of the various 
disciplines and field of knowledge into which its intellectual 
resources are divided. The channels through which it will 
act will themselves exert an integrating influence upon its 
activities. These channels seem to me to be three in number. 
First, we have the traditional role of formal education; sec- 
ondly, the emerging role of scientific and cultural exchanges, 
in which the Institute of Intellectual Co-operation bravely 
pioneered, and thirdly, the new and relatively unexplored 
field of mass education at the adult level. Through these three 


46 « WORLD REPORT 








channels, we can perhaps best integrate the efforts of the 
specialists and focus them upon the common goal. 

This, then, is the first principle; to concentrate our efforts 
upon our primary objective—the building of peace through 
understanding among the peoples of the world. 

My second principle is that the means employed by 
UNESCO should be adapted to the end I have outlined.- Let 
me quote again from the report of the United States National 
Commission: “In the opinion of the National Commission, 
the responsibility of the United Nations Educational, Scien- 
tific and Cultural Organization in the present crisis is so 
great and so pressing that the Organization should not hesi- 
tate to employ any proper means, however novel or however 
costly, which give promise of success. UNESCO is itself a 
new agency, daring in purpose and novel in structure. The 
means it employs should be appropriate to its nature. It 
must serve as the cutting edge for international action.” 

I shall cite, as a prime example of a means appropriate to its 
nature, the mass education of the peoples of the world. This 
goal can only be achieved in the world as a whole through 
the modern instruments of mass communications—the modern 
press, the radio and the motion picture. Because these new 
instruments of world communication have been vulgarized 
on occasion and have even been perverted and misused for 
mass deception does not mean that they cannot be employed, 
by those who wish so to employ them, for the high purposes 
of knowledge and truth. The use of such instruments for mass 
education is little understood by many of the world’s scholars 
and intellectuals. The first sentence of the UNESCO Consti- 
tution states that it is in the minds of men that the defenses 
of peace must be constructed. We in the American delegation 
understand that to mean all men, not merely elite groups with 
special training. 

Scholars and scientists and philosophers and artists are the 
sources and wellsprings of the world’s culture. We can no 
longer wait upon slow seepage tc bring their work to the 
masses of mankind. The ordinary men and women of the world 
are at thirst for knowledge. Their stride is the stride of a giant. 
They will march surely as they have the knowledge or blindly 
as they lack it. 

As vice president of the University of Chicago for eight 
years, I saw that the riches of human learning need not— 
indeed cannot and must not—be the hoard and the monopoly 
of the few. I learned that, without sacrifices of intellectual 
integrity, it is possible to reach millions of ordinary men and 
women by the new instruments of communication, and to pro- 
vide them with stimulus to thought and intelligent action. Here 
is the great educational challenge of the future—for UNESCO 
and for all of us. 

The task UNESCO faces is a staggering one. It is a grim fact 
that more than half of the people of the world are living 
under some degree of political censorship. It is a grim fact 
that more than half of the earth’s population—and not the 
same half—is illiterate. 

The hopeful side of the picture is that men everywhere 
have an innate yearning for understanding. Further, they have 
the capacity to achieve it. The anthropologists have demon- 
strated that, biologically, all races and peoples have in roughly 
equal measure the same potentialities for understanding and 
for creative work. Men have struggled for centuries to bring 
into being the ideal of political democracy; the streets of this 
beautiful city have run red for that ideal. More recently, men 
have struggled for economic democracy. I propose for - 
UNESCO the development of means adequate to a third 
goal—the goal of cultural democracy; the opportunity for 
all to share in the ideas and the knowledge that will enable 
them to participate intelligently in the affairs of the world 
community. 

UNESCO does not believe and cannot believe that peace 
is to be obtained through the intellectual and cultural sub- 
jugation of the world by any single political philosophy or 
through the conversion of the world to any single religious 
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faith. UNESCO is founded on the belief that neither the 
forced unification of the world of the spirit nor the forced 
standardization of the world of the mind can give men peace, 
but only a world democracy of mind as well as spirit. Cultural 
democracy implies cultural integrity, as true political democ- 
racy implies the freedom of the person and his personal 
integrity and self-respect. The cultural democracy which 
UNESCO proposes is a democracy of mind and spirit in 
which every culture shall be free to live and develop in itself 
and in the great community to common culture. Free men do 
not fear ideas; free men are not afraid of thought; free men 
are eager to confront the differences and rich varieties that 
life presents, and to determine for themselves the things they 
take as true. This, from the beginning, has been the path 
of freedom. 

This brings me to my third and last principle: The scope 
of our program, over the years ahead, must be proportioned 
to the task. 

It might be argued that the goal for UNESCO is impos- 
sible of attainment within the significant future; that the task 
is so immense that UNESCO can make only a minor contribu- 
tion to it, scarcely decisive in the issue of war and peace. 

My answer again is to direct attention to the new means at 
the disposal of the cultural forces of the world. 

One hundred years ago, Horace Mann, a great pioneer of 
American education, was establishing the common school sys- 
tem of Massachusetts. The system he founded became the 
model for public education throughout the 48 States. It was 
harder for Horace Mann to travel from Boston to Pittsfield, 
about 100 miles away, than it was for the American delegates 
to this Conference to fly from Washington to Paris. It was far 
harder for Horace Mann to communicate with Pittsfield than 
it is for the president of Harvard University to talk to the 
Minister of Education in China. The despair one feels in think- 
ing of the immensity of UNESCO’s tremendous responsibilities 
is mitigated when we think of instruments now at our dis- 
posal. In fact, if the ideas which we espouse here are as 
dynamic as were those of Horace Mann, there is no reason 
for despair. 

Thus my fears for UNESCO are not the lack of instruments 
or the absence of interest or capacity on the part of ordinary 
people everywhere. My fears are that we ourselves, we of 
UNESCO, will not set our sights high enough for the long 
range; that the leaders of our nations will not perceive the 
true potentialities of UNESCO; and that the financial and 
political support accorded UNESCO will not permit us to pro- 
portion our program to the job ahead of us. 

I do not now propose, however, an expansion of the budget 
advanced by the secretariat of the Preparatory Commission. 
In fact, it may well be advisable to scale the first year’s ex- 
penditures downward. 

War has left its historic wake of destruction, hunger and 
disease. The world is now struggling back toward physical and 
financial health. We must not risk the foundering of the 
United- Nations and of its specialized agencies by asking na- 
tions to assume heavy new financial burdens at a moment 
when many of them do not have the resources to subsist 
and rebuild. Neither should we risk devitalizing this great 
enterprise by making it largely the responsibility of a few 
nations. 

The coming year, I think we are agreed, should be a year of 
exploring and planning—planning accompanied by the launch- 
ing of a small number of crucial projects, which will clearly 
demonstrate the worth and the significance of our undertak- 
ing. This year of planning will bring further clarification of 
purposes, will serve as a laboratory for our own experience 
and for demonstration to our peoples of some of the kinds of 
things we can accomplish. 

But of one thing we must be careful: The budget for 1947 
must not be regarded by our governments or our peoples as 
establishing the norm for future years; I suggest we present 


the 1947 budget as a fledgling budget. If we think of it as 
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the fledgling that indeed it is, while we test our wings and 
plan our course of flight, this will prepare our governments 
for the more costly projects that UNESCO must embrace when 
the world emerges from this period of struggle for subsistence. 
Future budgets must be scaled to the magnitude of UNESCO’s 
opportunities; and to the promise of UNESCO’s organization 
as it grows in strength. 

As understanding develops throughout the world, the 
unproductive cost of armaments can and must come down. 
The combined budgets of all nations for their military and 
naval establishments for this year is, I would guess, at least 
ten thousand times the size of any budget now contemplated 
for UNESCO. In each country the military establishment is 
an unproductive drain on the economy, as is a fire-insurance 
premium an unproductive expenditure for a home owner. 
When his fire-insurance premium becomes unbearably large, 
the home owner seeks ways to reduce it by reducing the 
risk of fire. 

To the world citizenry, UNESCO is a vehicle through 
which the risk of fire can be reduced. Surely it is good business 
to put money into UNESCO when the risk against which 
we are protecting ourselves is war. 

UNESCO has been called into existence to serve all the 
peoples of the world, without distinction of race or nationality, 
sex or language or economic condition. I trust that the day 
is near at hand when all nations will have taken their place 
as members of this organization. 

UNESCO belongs to the people, and not to the scholars 
and intellectuals, though the opportunity for leadership is 
theirs. The people will ask one question: What is UNESCO 
doing for peace? The people will not accept excuses. If we 
offer such, they will merely ignore us. 

Mr. Chairman and fellow delegates, to help make peace, 
that is the task of UNESCO. It is the hardest, longest, largest 
task that men can undertake. Peace cannot be built by little 
men, with a little money, in a little way. UNESCO needs 
strong men and bold men. To those who are strong and bold 
for peace the people will not deny the backing they need. 
The people will give their support, and far more. They will 
give their devotion, their hearts and their minds. 

The military experts have said there is no defense against 
the weapons of modern war. They are right. There is no 
military defense. But there is another, a greater defense 
which is not military. The people have sent us here to build 
it. That defense must be built by us and, as the Constitution 
of UNESCO declares, it must be built in the minds of men. 
It must be built in the minds of all men—everywhere. 


DECEMBER 10, 1946 © 47 





Poland Is Losing Out 
In German Reparations 


Final arrangements for British-U. S. 
co-operation in administering Ger- 
many probably will be worked out 
so that the two countries will split 
evenly the cost of civil administration 
of the two zones. Originally, Great 
Britain wanted the United States to 
pay 60 per cent. Britain’s Foreign 
Minister Ernest Bevin will insist that 
the: settlement worked out for Ger- 
many provide for more production 
by German industry than is now con- 
templated. 
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France is recruiting Germans into 
the French Foreien Lecion. A recruit- 
ing center has been opened in the 
French zone, and thousands of vet- 
erans from all parts of Germany are 
rushing to it. Alreadv the Foreien 
Lecion in Morocco conteins a consid- 
erable number of March] Rommel’s 
old desert fighters. Volunteers are 
coming in so fast that the French 
have limited quotas to prevent Ger- 
man preponderance in units of the 
Legion. 
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One of the inconeruities of the Rus- 
sian-Swedish trade deal is this: Swe- 
den extended a 1,000.000.000 kroner 
line of credit to the Russians at an 
interest rate below that the Swedish 
Government pays to borrow money 
from Sweden’s own bankers. 
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The German people’s resentment at 
the high living standards of occupa- 
tion authecrities, both military and 
civilian, is becoming so serious in the 
American zone that Government of- 
ficials ere hecoming concerned. Ger- 
mans comnlain that the occupying 
forces have taken over all the best 
homes in the country and receive 
much better food than the German 
public does. 


| 
; 
; 


Intercer 


Reg. Appa. fori all a ep. 


U.S. To Sell 159 Ships 
To China on Credit 


The Argentine Government has be- 
gun a quiet roundup of former Ger- 
man and Japanese agents in that 
country. About 100 persons may be 
involved before it is over. Most of 
those being picked up were consid- 
ered “small fry” operatives of the 
Axis during the war. 
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The U. S. State Department has ap- 
proved a Chinese request for credit 
purchase of 159 merchant vessels 
worth about $100,000,C90. China, ne- 
gotiating with the Maritime Com- 
mission, will pay 25 ner cent down 
and the remainder in installments. Al- 
though U.S. policy is to withhold 
loans from China until a _ coalition 
government is formed, the ship deal 
was undertaken in the belief that 
limited business deals are possible 
with the Nationalist Government 
without upsetting the delicate po- 
litical balance in China. 
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The U.S. Undersecretary of State, 
Dean Acheson, would like to retire 
from that position. Secretary of State 
James F. Byrnes is urging him to stay 
because world affairs now make it 
necessary for Byrnes himself to be 
away from the Department a large 
part of the time. 
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Russia’s biggest industrial needs 
now are heavy machine tools, mining 
equipment, big electrical assemblies 
and synthetic processes, with some 
technical help. The Soviet Union no 
longer needs much outside aid in 
heavy industry, medium and small 
electrical manufacturing and certain 
branches of the chemical industry. 
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Peron Ousts Teachers 
Critical of His Regime 


Deposits of uranium, a raw ma- 
terial for atomic energy, have been 
found in the State of Chihuahua, 
Mexico. Because of a belief that ex- 
tensive deposits may be discovered, 
the Mexican Government has taken 
steps to control all uranium in 
Mexico. 
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Poland, so far, has received only 
$4,000,000 worth of German ma- 
chinery and goods in reparations, al- 
though the country is entitled to 15 
per cent of all reparations taken out 
of Germany by Russia. The trouble is 
that Russia classifies the bulk of re- 
movals from Germany as war booty, 
which does not have to be shared 
with the Poles. 
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With the school vear closing, edu- 
cators onvosed to, or critical of, the 
Peron Administration in Argentina are 
losing their jobs in the universities. 
Most of the dismissal announcements 
say the action has been taken “in the 
interest of more efficient service,” but 
many teachers who have expressed 
even mild criticism of the regime are 
being let out. 
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Installations and facilities to accom- 
modate a full Marine division now are 
ready at Guam, in the Pacific, for the 
First Marine Division if and when 


the U. S. Marines are withdrawn from 
China. 
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The U.S. will send a Minister to 
Romania shortly after the first of the 
year to replace the Charge d’Affaires 
now maintained there. At present 
there are strong indications that the 
position will be offered to Rudolf 
Schoenfeld, a brother of the U.S. 
Minister to Hungary. 
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